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Professional Rotes. 


We publish this month the rules made by the 
Council of the Law Society under the provisions 
of the Solicitors Act 1933 in relation to solicitors’ 
accounts and the keeping of separate banking 
accounts for clients’ moneys. The rules, which 
have received the approval of the Master of the 
Rolls, will come into operation on January Ist, 
1935. Many alterations have been made on 
the rules as originally drafted, one being that a 
solicitor may keep one client account or as many 
such accounts as he thinks fit, and another that 
a cheque received by him representing in part 
money belonging to the client and in part money 
due to himself, may be split and only that part 
paid into the client account which represents 
money belonging to the client. Rule 6 empowers 
the Council of the Law Society to require any 
solicitor to produce his books of account and other 
documents for the inspection of any person 
‘ppointed by them. 


These rules will in many cases entail some 
alteration in the form of the accounts kept by 
solicitors and the general arrangements with 
regard to their book-keeping, and in this the 
advice of professional accountants will no doubt 
be required. There is, however, ample time for 
the necessary alterations to be made before the 
new rules come into force. 


The death on August 18th of Lord Justice 
Scrutton has deprived the Court of Appeal of 
one of its most distinguished members. After 
a career of outstanding merit both at London 
and Cambridge Universities, Thomas Edward 
Scrutton was called to the Bar in the year 1882. 
We believe he was the first member of the Bar 
to lecture before the Society of Incorporated 
Accountants, as he delivered an address on the 
Companies Acts at the initial series of lectures 
arranged after the incorporation of the Society. 
He was a strong Judge who was sometimes 
criticised for his brusqueness of manner, but 
there cannot be any doubt that he upheld the 
great traditions of the English Bench. The late 
Lord Justice frequently referred to the increasing 
cost of litigation, and it must have been a satis- 
faction to him that this subject was taken in 
hand by the Lord Chancellor upon the direct 
representations of the Parliamentary and Com- 
mercial Law Committee of the London Chamber 
of Commerce. 


It is a common complaint on the part of prac- 
tising accountants that Inspectors of Taxes when 
replying to letters give merely the name of the 
case and fail to give their correspondent’s refer- 
ence. The official letter headings provide the 
space for doing so but it is usually ignored. 
Why this should occur is not easy to understand 
because the Inspectors themselves regard it 
as a grievance if their own reference is omitted 
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by anyone writing to them. We believe we are 
making a liberal estimate when we say that 
not more than 10 per cent. of letters received 
from Inspectors of Taxes give the reference which 
appears on their correspondent’s letter heading. 
A specific instruction from Somerset House to 
Inspectors of Taxes on this matter would probably 
remove the ground of complaint. 


On September 3rd there comes into operation 
the provision contained in the Unemployment 
Act, 1934, with regard to persons between the 
ages of 14 and 16. Hitherto the minimum age 
for unemployment insurance has been 16. This 
is now reduced to 14, and the contribution is 
fixed at 2d. a week by the employer and 2d. by 
the employee. Cards must accordingly be 
obtained by all boys and girls of 14 to 16 years 
of age already in, or entering, insurable employ- 
ment. These cards should be obtained by the 
employee concerned, but it is permissible for 
employers to get application forms which, when 
corapleted, should be returned to the Employ- 
ment Exchange, by whom cards will be issued. 
Anyone may fill in the application form, but it 
should be signed by the boy or girl for whom it 
is required because the signature is necessary for 
identification when benefit is required. Any 
Employment Exchange will supply the cards 
but if the local Education Committee administers 
the unemployment scheme the Juvenile Employ- 
ment Bureau of that district is the proper place 


to apply. 


In our issue of February last we discussed in 
a leading article the position with regard to the 
valuation of shares in private companies on the 
death of one of the shareholders in cases where 
the shareholder in question did not hold a con- 
trolling interest in the company, and gave the 
effect of Mr. Justice Finlay’s judgment in relation 
thereto in what is known as the Crossman and 
Paulin case. This case has now been carried to 
the Court of Appeal, and by a majority of the 
Court Mr. Justice Finlay’s judgment which 
followed two earlier judgments, one in the Irish 
Court and another in the Scottish Court, has been 
modified. 


- The Crown argued that Mr. Justice Finlay’s 
decision was correct, namely, that the value of 


the shares was not to be fixed at the price at. 


which, under the Articles, the shares could be 
bought by existing members of the company, 
but at the price which they would fetch if sold 
in the open market on the terms that the pur- 
chaser would be entitled to be registered as a 
holder of the shares and hold them subject to 
provisions contained in the Articles of Associa- 


tion. The contention of the Executors, on the § Th 
other hand, was that, in estimating the value, § do 
the special provisions in the Articles must be § su 
taken into account, both as regards the rights of § res 
a purchaser and as regards the rights of aliena- 

tion by that purchaser when he was on the ] 


register. sail 

Lord Justice Slesser in delivering the majority = 
judgment said that if the shares were to he § , 
regarded as containing as necessary incidents the J jhe 
obligation, if they were to be sold, of their om 
being offered through the agency of the com- cha 
pany to other holders of ordinary shares at a § 4, 
limited price, he could not see how the pu -haser ost 
of those shares in the open market cquld be an 
deemed to be on the register at a highe price J 4. 
without doing violence to such necessary ele- § 4, 
ments in the proprietary nature of thc share § |: 


itself. He thought that the words _ open § 4} 
market ” in the statute contemplated a . arket 
in which every would be purchaser mi be § , @ 
regarded as present, but being present it y___ still 


necessary to consider the nature of the p;, perty wa 
which he sought to buy, and if such prope’, "had § 4, 
necessarily in it qualities which confined it+ value, § gj. 


the mere unrestricted number, or absence of 
limit, of the class of hypothetical purchasers did S 
not remove the limitations of value incident to 


the property itself. In his judgment the value _ 
contended for by the executors was correct. this 
Lord Justice Romer concurred, and the appea! “ 
was allowed. 
sialon othe 
The House of Lords has dismissed the appeal fj 4™ 
of the Assam Railways and Trading Company, St 
Limited, in relation to a question of relief inj °° 
respect of Dominion Income Tax. In the autumn § °™ 
of last year the case was heard by the Court of fj "ho 
Appeal, who held that relief under sect. 27 of the Stat 
Finance Act, 1920, in respect of Dominion Income § **® 
Tax was admissible only on that part of the jg eth 
income which was taxed both in the Dominion lu 
and in the United Kingdom. a. 
wi 
whic 


The relevant facts were that the company’s 
profits, which arose in India, were derived from the 
working of a railway, coal mines, and timber TI 
concessions. The amount of profits assessed to 
Income Tax in India was £129,365, and the| 
amount assessed in the United Kingdom was 
£186,750, the difference being represented by/ 
debenture interest allowed as a deduction in 
India but not in this country. The compan} 
claimed that although the Indian assessmen 
was on the smaller figure only, it was in fact aja 
assessment on the whole amount of the corp 
pany’s profits, and hence the company was é 
titled. to Income Tax relief on the larger amoun 
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The Crown contended, on the other hand, that 
double Income Tax had been paid on the smaller 
sum only, and that the claim for relief was 
restricted to that smaller amount. 


In delivering judgment, Lord Blanesburgh 
said the question was whether a taxpayer who 
had met every claim in respect of the part of his 
income charged to Dominion Income Tax, how- 
ever small an amount, was relieved in respect of 
the whole amount, however large, which repre- 
sented the same part of his income brought into 
charge in the United Kingdom. He felt con- 
straine1 to say that the actual language of the 
ectio was not unfavourable to the company’s 
conten.ion, as there was nothing to indicate that 
the efJective part must correspond in amount to 
the United Kingdom counterpart; but while 
givin this consideration due weight, it was not, 
toh’ ind, final, nor did it outweigh the reason- 
ing at the section was really directed against 
ac’ ze of double Income Tax on any portion of 
any .npartment of the taxpayer’s total income. 
Lor arrington and Lord Atkin concurred, and 
the peal of the company was accordingly 


dismissed. 


Some astonishment has been occasioned by 
demands of the United States Treasury for 
Income Tax returns from banks and brokers in 
this country in respect of stock, bond and com- 
modity transactions effected through brokers or 
other ‘agents located in the United States of 
America. In the first instance, these demands were 
sent to bankers and arbitrageurs who have a 
recognised international business, but now similar 
communications have been received by brokers 
who have had only occasional dealings in United 
States markets. Income Tax returns for the 
years 1929 to 1933 inclusive are demanded, to- 
gether with a remittance, and it is intimated that 
failure to file a return will result in an assessment 
upon the basis of information already available, 
without the benefit of the deductions and credits 
which might otherwise be allowed. 


These communications have caused a good 
deal of surprise as they are considered to be 
without precedent, and the surprise is increased 
by the fact that the particulars asked for 


-Jmcover a period of no less than five years. The 


position is being considered by the London Stock 
Exchange Committee, and it is expected that the 
bankers will also hold a meeting at an early date 
to consider the matter from their point of view. 


As an indication of the increasing use of elec- 
tricity it is recorded that during the first seven 


months of 1934 the total amount of electricity 
generated by authorised undertakers was 
8,672,000,000 units, compared with 7,408,000,000 
units for the corresponding period of 1933, an 
increase of over 17 per cent. 


The cost of fire losses in Great Britain and 
Ireland for the month of July, which was esti- 
mated at £1,177,000, was especially heavy, being 
in excess of any month since April of last year 
when some particularly serious fires brought the 
figure up to £1,301,000. The corresponding figure 
for July, 1933, was only £885,000. 


The Index Number of profits prepared by Sir 
Josiah Stamp and brought up to date year by 
year has now been issued with the year 1933 
included. It is divided into two parts, a general 
Index Number indicating the changes in the 
return for capital as a whole since 1920 and a 
special Index Number indicating the changes 
in the return for risk bearing capital (i.e., Ordinary 
Shares, &c.). The figures given refer expressly to 
changes in the aggregate amount of profits and 
not to the rate of return upon capital, which, in 
view of the large increase in invested capital in 
recent years, would show a much greater fall in 
the rate of return per unit than that indicated by 
the Index. It will be seen that the Index is 
pivoted upon the year 1924 and worked back 
to 1920 and forward to 1933. The latest figures 
are as follows :— 

General 
Index 


Special 
Index 


112.0 
57.3 
84.5 
90.6 

100.0 

109.3 

103.0 

111.4 

110.7 

114.3 
94.4 
74.3 


107.0 
68.7 
90.4 
94.1 

100.0 

104.1 
98.3 

106.5 

106.2 

106.8 
92.8 
77.9 * 

1932 75t 71.4 

a 82.6 * 

* Provisional, subject to early verification. 

+ Very provisional. 


1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 


It is usual for limited companies to take wide 
powers in their Memorandum of Association as 
regards the nature of the business they are to 
carry on, but a proposal to change over from 
photography to gold mining sounds rather unique. 
This is what was suggested by the chairman of 
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a colour snapshots company at the annual meet- 
ing of shareholders. After stating that none of 
the company’s patents or interests was of any 
value, he said that he had secured an option over 
a gold mining property in South Africa which, in 
his opinion, would result in the making of large 
profits. The shareholders decided that a special 
meeting should be called at an early date to 
consider the scheme. 


TIME LIMITS IN SERVICE 
AGREEMENTS. 


A curious situation frequently arises, more 
especially in periods of trade depression, from 
time clauses in contracts of service. Thus, A 
agrees to employ B as his manager for a period of 
five years, but at the end of three years decides 
to close down his business. What rights has B 
in respect of the unexpired portion of his term of 
service ? Another illustration of this type of 
situation is where X has given Y an exclusive 
agency for a stated period, remuneration being 
upon or including a commission basis, and X 
closes down his business before the expiration of 
the period, or retires from business in the area 
allotted to Y, or ceases to trade in the lines which 
had been assigned to Y. 

In Lazarus v. Cairn Line Steamships, Limited 
(1912) the Court laid it down that the tail cannot 
normally wag the dog, so to speak. You may not 
imply in contracts of this nature that the employer 
undertakes to remain in business, even though it 
be inexpedient for him so to do, for the benefit 
of the employee. It is, of course, open to the 
parties to provide in their contract for contin- 
gencies which may arise whereby the contract 
of employment is to be determined, and such 
express provisions will be binding. In the 
absence of express provisions the time limit 
specified in the contract must be regarded as a 
condition inserted for the benefit of the employer, 
and not of the employee; it limits the time 
beyond which the employer will not be bound— 
it is a maximum period binding the employer 
and not a minimum. In the case cited, the 
plaintiff claimed damages in respect of com- 
missions ~vhich he might have earned had the 
defendants remained in business for the full 
three years for which he had been engaged by 
them, upon a commission basis, as exclusive 
agent on the Continent for passenger traffics. 
Before the expiry of the three years period the 
defendants had retired from the business for 
which the plaintiff had been engaged, by selling 
their fleet to the Cunard Company. It was held 
that the plaintiff could not recover. 
Circumstances may, however, exist in which 


implications in favour of the employee may arise, 
upon which the Court would act to his advantage. 
Each case must be decided upon the particular 
facts, and an interesting illustration is afforded 
by the case of Measures, Limited, v. Measures 
(1910). There the plaintiffs sought to restrain 
the defendant from engaging in a business which 
competed with their own in alleged breach of his 
agreement of service with them. Under that 
agreement the defendant had been employed for 
a period of seven years as a salaried director of 
the plaintiff company. It was a term of his 
employment that he would not, during that 
period or during a period of seven years following 
his ceasing to hold the office of director, engage 
in a business competing with that of the plaintiff 
company. The company fell upon difficulties 
before the expiration of the period of seven 
years for which the defendant had been appointed, 
and a receiver took over the management of the 
concern; the receiver dismissed the defendant. 
Thereupon the defendant set up in business on 
his own account, and that business was of a 
competing character. It was held that the 
plaintiff company could not enforce as against 
the defendant the “ barring-out” clause, for 
that must be taken to remain binding only if the 
plaintiffs themselves fulfilled their side of the 
bargain. It was argued that the plaintiffs’ 
failure to continue the defendant in their employ- 
ment was due to no wilful default on their part, 
nor even to negligence by them; circumstances 
beyond their control had forced them to act as 
they had done. Against this argument it was 
pointed out by the Court that it was not possible 
equitably to imply that an employer was absolved 
from fulfilling his engagements by circumstances 
beyond his contro] whilst at the same time leaving 
the employee bound by the terms of a contract 
which had been terminated by those circum- 
stances. 

The limits beyond which you may not imply 
terms into a contract of service were emphasised 
in Fowler v. Commercial Timber Company, Limited 
(1930). There the Court said that you may not 
imply a term so as to make a contract more 
reasonable than it was in the form in which the 
parties concluded it, but only if its inclusion, 
though it was omitted by the parties, is essential 
to make lucid that which they have expressed. 
In other words, a term may be implied if it is 
such that, had the parties stopped to consider 
the matter, they would certainly have included 
it so as to put an obvious term beyond doubt. 
The introduction of an implied term, in effect, 
can be resorted to only to complete the terms 
which have been expressed, and not to make a 
new term additional to those which have been 
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expressed, because, to all intents and purposes, 
that would be to make a new contract. In 
Fowler’s case the plaintiff claimed damages for 
wrongful dismissal. He had been employed by 
the defendants as their managing director with a 
service agreement for a period of about five 
years. A few months before the agreement would 
normally have come to an end the defendants went 
into voluntary liquidation. The plaintiff himself, 
as a member of the board, and subsequently as a 
member of the company, had voted in favour of 
the winding-up resolution. The liquidators of 
the company declined to pay him salary for the 
unexpired period of his service agreement, 
having formed the view that a term could be 
implied that it was automatically terminated by 
winding-up assented to by the employee himself. 
The Court held that to imply such a term was to 
make a new contract, and this the liquidators 
were not entitled to do whilst purporting to be 
acting upon the original contract. 


This followed upon a similar decision in 
Reigate v. Union Manufacturing Company 
(Ramsbottom), Limited (1918), where the plaintiff 
was awarded damages for the defendants’ 
breach of contract to employ him as their exclu- 
sive agent in a named area for a period of seven 
years, they having gone into voluntary liquidation 
before the expiry of that period. 


In cases where the assent or dissent of the 
employee is raised as a circumstance to be con- 
sidered by the Court as one of the factors deter- 
mining whether he is entitled to compensation 
for the premature termination of his service 
agreement, a vital matter for consideration is 
clearly the status of the particular employee. 
Had he any real power to assent or dissent ? 
A managing director may well be in such a 
position, whilst an agent or traveller may not. 


And not only must the rights of the employee 
be considered, but also his duties. Fowler’s case 
affords an excellent illustration of this. He 
was called upon to consider the situation which 
faced the company from two angles; first, his 
responsibilities as managing director, and, only 
secondly, his duties in relation to the preservation 
intact of the company’s service agreement with 
himself. His main responsibilities involved the 
duty of not merely assenting to the company 
going into liquidation, but of urging it so to do 
when it was no longer able to meet its ordinary 
trading liabilities. He was not entitled to with- 
hold that strong recommendation merely because 
its execution might affect his own personal 
interests. The company, on the other hand, was 
hot entitled to penalise him because he had 
executed his duty. 


PROFIT COSTS OF EXECUTORS 
AND TRUSTEES. 


THE circumstances in which a_ professional 
man, who is appointed executor or trustee, 
may charge the usual profit costs for his services 
were considered from a somewhat new angle 
by the Court of Appeal in the recent case of 
In re Hill: Claremont v. Hill. The plaintiff 
Claremont was a solicitor who as trustee of a 
certain estate took out an originating summons 
in order to ascertain whether an annuity should 
be paid wholly out of the income of the trust 
fund. The order made by the Court provided, 
inter alia, for the taxation of the plaintiff’s 
costs and their payment out of the corpus of 
the estate. 

It appeared that Claremont was a partner 
in a firm consisting of three members, and that 
in 1929 he and his co-partners had come to an 
arrangement whereby he ceased to take an 
active part in the business of the firm. Under 
this arrangement he was to receive a fixed 
sum of £600 per annum out of the profits of 
the firm, but no more. The firm was employed 
in connection with the originating summons, 
most of the work being done by the two active 
partners, and, as the client of the firm, Clare- 
mont sought to recover from the estate of which 
he was trustee, their bill of costs. The Taxing 
Master, however, ruled that profit costs could 
not in such circumstances be recovered from the 
estate since Claremont was a trustee without 
express power to charge for his services. 

This decision was founded on the carlier case 
of In re Gates: Arnold v. Gates (1933). In this 
case, a solicitor trustee employed his firm to do 
legal work on terms that the fees therefor were 
to belong wholly to his co-partner and were not 
to be brought into the partnership account. 
In fact the work was done by the solicitor trustee 
and not by his partner. It was held in these 
circumstances that the costs could not be re- 
covered from the estate. 

This case is a little difficult to reconcile with 
Clack v. Carlon (1861), in which it was held that 
if a solicitor trustee employs his partner as 
solicitor to the trust, and agrees that the partner 
alone and for his own benefit shall be entitled 
to receive any costs in connection with the work 
done, the trustee may treat his partner’s profit 
costs as part of his own out of pocket expenses. 
**T see no reason,” said Vice-Chancellor Woods 
in that case, “‘ why a trustee should not be able 
to say to his partner, ‘ Quoad this transaction 
we are not in partnership.’ He may then em- 
ploy his partner in the same way as he might 
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employ his town agent, and the partner will 
stand in the same position as anybody else.” 


It seems that in re Gates, the Court took the 
view that if this commonsense principle is to 
apply the work for which the costs are charged 
must be done by the partner who is to receive 
the fees and not by the partner who is the 
trustee. Both cases were at any rate approved 
of by the Court of Appeal in Re Hill, and there 
appears to be no other way of reconciling them. 
The Court declined, however, to extend the 
principle. In re Hill the solicitor trustee was not 
in fact receiving any part of the profit costs of 
the work done by his co-partners, since he was 
receiving a fixed sum of £600 per annum and the 
profits of the firm already exceeded that sum. 
It was held, however, that the Taxing Master’s 
order was correct. Had Claremont agreed with 
his partners that quoad this particular trans- 
action they were not in partnership the profit 
costs might have been recoverable from the 
estate; but there was no such arrangement. 
The Taxing Master had, therefore, no alternative 
but to disallow the costs since, subject to the 
exception provided by the decision in Clack v. 
Carlon, a solicitor trustee cannot recover profit 
costs for work done by him or by his firm unless 
the trust instrument authorises him so to do. 


ACCOUNTANTS AND STATISTICS. 
By Mr. W. J. Busscuau, M.Com., C.A. (S.A.) 


Tue discussions at Cambridge on this subject have 
at the very least served the useful purpose of clarifica- 
tion of thought, and some of the difficulties and 
possibilities of the application of statistical methods 
in the accounting field have been revealed. But 
while the investigation is yet in a very early stage 
certain broad conclusions may already be drawn. 
In the first place there appears to exist among young 
accountants a sincere and resolute desire for an 
extension of theoretical knowledge, in volume and 
in range of application, in such a manner as to make 
them more efficient professional practitioners. 
Together with this they retain a healthy and natural 
scepticism as to the advantages of this extension 
of accounting technique. Secondly, Mr. Bertram 
Nelson has rendered a distinct service by illustrating 
a variety of uses of this new technique. This 
technique represents the use of the tools of statistical 
methods in the analysis of the results of business, 
and the practical problem arises of how to improve 
both the structure of these tools and their range of 
use ; 7.¢., it involves a study of available and possible 
statistics and of the mathematical methods used in 
handling them. There are obviously, too, the 
internal and external aspects of the use of statistics 
in dealing with the financial results of a business. 
Thirdly, now that the need for the investigation 


appears to have been established, a consideration 
of the most effective method of approach becomes 
important. 

The immediate task is a survey of possibilities, 
and the machinery of research must be set up. The 
first difficulty is, of course, the magnitude of the 
material and the difficulty of its collection. What 
is necessary is, therefore, intelligent and deliberate 
co-operative action, and this could best be directed 
by a committee of relatively expert persons set up by 
an accountants’ society. It would be desirable 
to enlist the assistance of all persons of 
whatever school of thought capable of throwing light 
on the problems, but this contribution of persons 
outside the profession could best come in the form 
of advice in the solution of problems involving 
difficulties of statistical method, e.g. mathematical 
calculation and formule. If the main aim, the im- 
provement of accounting practice, is to be observed, 
then the research must be conducted by accountants, 
but this need not exclude the benefit of expert 
outside advice on specific matters. Where the 
assistance of outside opinion is sought there should 
be no great difficulty in obtaining its sympathetic 
aid. Once such a committee existed it could proceed 
immediately with a study of the internal use of 
statistics, and later give attention to the external 
uses. 

In the internal use of statistics it will be concerned 
broadly with the collection and collation of existing 
experience and the dissemination of existing and new 
information. In detail it may classify its activities 
as follows :— 


(a) Education in the theory of statistics. In so 
far as the examinations require a knowledge 
of statistics this is already covered, but as the 
presence of accounting in the syllabus does not 
remove the necessity of further study, there 
can here also be study outside the somewhat 
rigid limits of the examination syllabus. 
Courses of lectures can be arranged and special 
papers read on the more specialised branches 
of the subject. 

(b) The committee could next proceed to the more 
extensive work of gathering from question- 
naires, personal interviews, &c., the experience 
of members in dealing with specific statistical 
accounting problems. The results of these 
inquiries could then be collated, and where 
possible methods found to be employed in 
practice could be reduced to general formule, 
and this information could be disseminated 
(through a journal or through special reports) 
for the benefit of the members in general. 
The committee in considering any special 
problem should endeavour to examine all the 
available evidence, and here it might pay 
special attention to the views of members 
actually faced in practice with the statistical 
problems it hopes to solve. 

(c) In its search for information the committee 

may invite the writing and secure the publica- 

_ tion of special articles and reports by experts 


rm 


ePSESAASRre Reese as 


=. 
Oo 


Jo 
i a 
P — : 
| rr 
f 
’ 
* 
4 
rh 
7 | 
ioe } i 
at in 
fe inf 
Zl dat 
wa sou 
ps Pla 
a Afr 
; im inv 
Thy the 
is of s 
5 par 
vd trer 
ae resu 
i gen 
: . os if 
ie dray 
hi im to t 
exp! 
al mar 
: . Oe drav 
A on i’ 
du f ; muc 
a iB the 
thes 
a com 
In 
a the f 
4 the 
te | deter 
a gathe 
cc % are ¢ 
2 . me Preps 
i a accoU 
is ne 
ct 


SEPTEMBER, 1934] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 429 


——— 
=a 


on aspects of the subject already occupying 
attention or to be studied in the near future. 
This advance publicity may prove useful in 
securing adequate consideration in advance of 
the problems remaining unsolved. 


(d) The committee might also arrange for the 
publication of text books more suited for 
examination purposes in view of the ultimate 
requirements of the practitioner, and finally 
in the form of a symposium or of an individual 
effort issue a standard work for the accountant 
in practice on the subject as a whole. 


The external aspects of the subject are concerned 
with the accountant in his réle of investigator and 
adviser. Where, for example, the accountant is 
called in to advise on a proposed purchase of a 
business, he inevitably draws on his experience of the 
results of similar businesses with which he is 
acquainted, and he in a crude way is applying his 
knowledge (even though this consists of estimates) 
of the statistics, e.g., of yield of capital, of firms 
within the same homogeneous group. In a sense, 
then, he employs the confidential information of 
accounts, but as he uses average and not the actual 
figures of any single firm, the objections to the revela- 
tion of the data fall away. A scheme such as that 
in operation by Professor Plant gives this general 
information more accurately, and gathers the crude 
data in such a way that complete anonymity of its 
source is preserved. Incidentally it is of interest 
that with the assistance of accountants, Professor 
Plant has conducted similar investigation in South 
Africa. But whatever the origin of the final figures, 
it is obvious that the accountant as adviser and 
investigator can give sounder opinion if he knows 
the average performance of firms falling within the 
same class interval. The objects of the external use 
of statistics to accounting may be said to be (a) com- 
parison of the results of a certain firm with the general 
trend of business activity, and (b) comparison of 
results with the results of the particular trade in 
general. 

In considering the first object the committee could 
draw attention to the sources of statistics relating 
to the state of trade, and perhaps more profitably 
explain the value of such figures, their limitations, 
margins of error, and the dangers of hasty conclusions 
drawn from figures which are not strictly comparable. 
While every business unit must act to some extent 
on its estimates of future business, it must exercise 
much caution in not placing too much reliance on 
the indications of statistics of the past, and in using 
these figures in set formule. The work of the 
committee should here consist largely of guidance. 

In seeking the attainment of the second object 
the first task will necessarily consist of a selection of 
the information necessary. Once this has been 
determined, the question arises as to who should 
gather and collate the data. Certain organisations 
are clearly unsuitable for the purpose. The actual 
preparation of the figures can be supervised by 
accountants, but the calculation of the final statistics 
is not their task. Trade organisations alone are 


unsuitable, since these may be dominated in manage- 
ment by the larger members, and small firms may 
reasonably hesitate to supply information which 
may come into the hands of powerful rivals. The 
fear of taxation will similarly deter firms from 
supplying information to state departments. The 
only body which cannot have an undesirable interest 
in the figures of separate firms is an independent 
research institute, e.g., a university, when the figures 
are supplied through an intermediary to preserve 
anonymity. Machinery of the kind in use by 
Professor Plant is eminently suitable for the purpose. 
The accountants’ committee could render valuable 
service in arranging for these trade figures to be made 
available over a wide range of industry and commerce. 
The actual selection of bodies to carry out the work 
and the details of schemes of the preparation and 
collection of the statistics are, of course, matters in 
which its discretion must be used, but it should have 
no difficulty in obtaining suggestion and advice from 
institutions, like the Bank of England and the 
London School of Economics, who are already engaged 
in work of this nature. The actual work of the com- 
mittee should briefly be as follows :-— 

(1) The classification of firms into homogeneous 
groups ; 

(2) The framing of schemes of collection and 
preparation of statistics ; 

(3) Publication of the statistics in their final form, 
possibly accompanied by memoranda on the 
use of the figures, significant conclusions to be 
drawn, &c. 

This is certainly a very ambitious programme, and 
its practical realisation may take very long, but the 
mere magnitude of the task enhances rather than 
diminishes the need for investigation. In its wider 
aspects the potential importance of the activity is 
even greater. So much of our economic knowledge 
is based on vague impression rather than on adequate 
factual knowledge that with the increasing com- 
plexity of our economic life it is necessary that more 
facts should be available for testing the theoretic 
conclusions. Much vague talk is heard of planning 
as a cure for economic troubles, and politicians 
mumble the magic word, but successful planning 
will depend on the use of much better statistics, and 
anyone who realises the practical task must be 
sceptical of its ultimate value. Indeed it may be 
found that the social and economic cost of the plan- 
ning process is greater than its benefits. That is 
something which cannot now be proved, but any 
research into the application of statistics to accounting 
must help to provide the answer, since the control 
figures of plans must be prepared from the crude data 
of accounts. The Soviet Gosplan (State planning 
commission) realises these difficulties very clearly. 
What is more important is that more accurate in- 
formation about the trend of business should be 
available to the accountant, the economist, and the 
general public. 

As I have said before, the whole status of the 
accountant is involved, and the President has often 
emphasised that the best professional practice is in 
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advance of the legal requirements. With his in- 
spiring Cambridge addresses still fresh in the minds 
of members, they may well imagine a layman address- 
ing an appeal to them on these lines: “* As account- 
ants you are the only disinterested close observers 
of the economic scene. You have power and you 
have influence, individually and collectively. You 
are group leaders in the community, and there is no 
surer way of forming public policy than that of first 
influencing the thought of its group leaders. Every- 
where around us now is a new and insistent demand 
for leadership in economic affairs, and in the back- 
ground is a threat of violent destruction if our 
system does not get effective leadership. You, by 
providing a sound layer of opinion in the community, 
can ensure the formation of sound policies, based 
on facts and sincere and careful thought. Use your 
influence for this purpose, and you will render not 
only yourselves but also the community a great 
service.””’ Such an appeal would not be unreasonable. 
The Society has won a position of honour, and perhaps 
with this sometimes despised weapon of statistics 
it may become in its influence, force, and integrity 
still much greater. Statistics is largely a study of 
probability, and as a Bishop of Durham has said : 
‘** Probable evidence, in its very nature, affords but 
an imperfect kind of information. . . But to us 
probability is the very guide of life.” The Society 
celebrates its Jubilee next year, and it may now 
appropriately consider how it may give yet greater 
help to the community it has so faithfully served. 


Society of Incorporated Accountants 
and Qubditors. 


MEMBERSHIP. 


The following promotions in, and additions to, the 
membership of the Society have been completed since our 
last issue :— 

ASSOCIATES TO FELLOWS. 

CraNE, ROBERT KENNETH (Crane, Houghton & Crane), 
30a and 31, St. Paul’s Churchyard, London, E.C.4, 
Practising Accountant. 

Piackett, Lesti—E HERBERT THomas (Page, Simpson 
& Co.), Essex House, High Street, Stratford, London, 
E.15, Practising Accountant. 


ASSOCIATES. 

BalLey, FREDERICK ERNEST, Clerk to Cooper-Parry, 
Hall, Doughty & Co., 20-21, High Street, Burton- 
on-Trent. 

Baker, CHARLES NorRMAN, Clerk to Pelham, Plunkett 
& Co., The Quay, Waterford. 

BALLINGER, LESLIE JOSEPH GARDNER, Clerk to Hays, 
Akers & Hays, 1, Queen Victoria Street, Mansion 
House, London, E.C.4. 

BautmFrorpD, Tom, Clerk to Carter, Pattimore & Bostock, 
Union Bank Chambers, Market Place, Huddersfield. 
BANERJEE, DHIRENDRA Natu, B.Sc., Clerk to K. S. 
Aiyar & Co., 49, Apollo Street, Bombay. 

BarkKeER, WILLIAM JOHN, Clerk to Martin, Farlow & Co., 
84-36, Gresham Street, London, E.C.2. 

BarRRELL, Harotp AntHony, Clerk to Peat, Marwick, 
Mitchell & Co., 11, Ironmonger Lane, London, E.C.2. 
BaspvEN, JoHN ArmitT, Clerk to Albert A. Henley & Co., 
73, Basinghall Street, London, E.C.2. 


° 
BENNION, Epwarp, County Accountant’s Department, 
Kent County Council, Sessions House, Maidstone. 
Bristow, KENNETH JOHN, Clerk to Alfred Nixon, Son 
& Turner, 31, Victoria Buildings, St. Mary’s Gate, 
Manchester. 


CassELL, WittiaM Henry, Clerk to Starkie & Naylor, 
Greek Street Chambers, Leeds. . 
CHAPMAN, WILLIAM GEORGE, Clerk to Gundry, Cole, 
Bond, Straus & Manning, 3, Great Winchester 

Street, London, E.C.2. 

CocuRANE, DovuGLias BERNARD, County Treasurer's 
Department, Lancashire County Council, County 
Offices, Preston. . 

COLLINGE, ARNOLD Roy, Clerk to J. H. Lord & Co,, 
Martins Bank Buildings, Bacup. 

Cox, STANLEY WILLIAM, Clerk to William S. Ogle, Sons 
& Porter, 90, Gresham House, 24, Old Broad Street, 
London, E.C.2. 

CRITCHLEY, NorMAN, Clerk to Milford & Co., 3, Richmond 
Terrace, Blackburn. 

CrowTHER, Partie Brairuwaire, Clerk to Hays, Akers 
& Hays, 1 Queen Victoria Street, E.C.4. 

CuTHBERT, ARTHUR, Clerk to Reads, Cocke & Watson, 
Leith House, 47, Gresham Street, London, E.C.2. 


Davies, Eric Josepn, Clerk to Deloitte, Plender, Griffiths 
& Co., Midland Bank Chambers, 97, Bute Street, 
Cardiff. 

Dix, Witu1am, Clerk to P. W. Lawrie & Alton, Morley 
House, London Road, Leicester. 

Dopp, Ernest MatrHew, Clerk to W. L. Jackson & 
Hesketh, 51, North John Street, Liverpool. 


Firta, Epwarp Ewart, Clerk to Norman Hurtley, 
Atlas Chambers, King Street, Leeds. 

Fisuer, Ertc WILFRED, Clerk to Edward D. Edwards, 
Temple Bar House, 226, Strand, London, W.C.2. 
FLEMING, Harry CuHARLEs, Clerk to Woolley & Waldron, 
Blue Peter House, 8 and 10, Portland Terrace, 

Southampton. 


Gites, WiLL1AM StarFrorpD, Clerk to S. J. Dudbridge & 
Sons, 8, Lansdown, Stroud, Gloucestershire. 

GINSBERG, ISRAEL, Borough Treasurer’s Department, 
Metropolitan Borough of Stepney, Municipal Offices, 
Raine Street, Old Gravel Lane, London, E.1. 

GREEN, CHARLES Henry, Clerk to Clarkson, Hyde & Co., 
34, London Wall, London, E.C.2. 


Hare, SypnNey CuHarves, formerly Clerk to Booth, 
Anderson & Co., 40-43, Norfolk Street, London, 
W.C.2. 

Harris, Epwarp James, Clerk to Slater, Chapman & 
Co., Viaduct Chambers, 38, Holborn Viaduct, London, 
E.C.1. 

Hopces, JoHN SypNEy, Chief Financial Officer, Ebbw 
Vale Urban District Council, Finance Department, 
Armoury Hill, Ebbw Vale. 

JacKSON, Haroutp MAITLAND, Clerk to Francis, Frenc 
& Co., 20, Eastcheap, London, E.C.3. 

JEFFERY, NoRMAN CLARE, H.M. Inspector of Taxes 
City 17th District, Imperial House, South Street 
London, E.C.2. 

Joint, GreorGE, Clerk to Thomson, McLintock & Co. 
71, Queen Street, London, E.C.4. 

KEATINGE, CLIFFORD OsBporn, Clerk to Gooding, Whité 
& Co., 14, High Street, Stoke Newington, London 
N.16. 

KENNEY, HERBERT James, Clerk to John Rowley & Co. 
7, St. Martin’s East, Leicester. 

Kicut.Ley, Leonarp, Clerk to Keens, Shay, Keens & Co. 
11, George Street West, Luton. 

Knicut, FreperickK GreorceE, Clerk to A. E. Turbervill 
& Co., 20, Esséx Street, Strand, London, W.C.2. 


Lainc, James FREDERICK, Clerk to Egerton, Chater ¢ 
Co., 74, Cheapside, London, E.C.2. 
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LeE, THomas RovuseE.x, Clerk to Edmund D. White & 
Sons, London and Lancashire Chambers, Dale 
Street, Liverpool. 

LEISHMAN, JOHN, ‘Treasurer’s Department, County 
Council of the County of Renfrew, County Buildings, 
Paisley. 

LonG, Putuip, Clerk to Chalmers, Wade & Co., 5, Fenwick 
Street, Liverpool. 

MILLER, JOHN Broaproot, Town Chamberlain’s Depart- 
ment, Coatbridge. 

MorETON, JouN, Clerk to Ashworth, Mosley & Co., 
Lombard Chambers, 46, Brown Street, Manchester. 

MorsE, ALEXANDER JOHN, Borough Treasurer’s Depart- 
ment, County Borough of West Ham, Municipal 
Offices, The Grove, Stratford, London, E.15. 

PauL, ARTHUR JOHN, Clerk to Peat, Marwick, Mitchell & 
Co., lla, Chapel Street, Camborne, Cornwall. 

PELHAM, ROBERT FRANK EyLEs, Clerk to Geo. W. Spencer 
& Co., 10, Bush Lane, Cannon Street, London, 
E.C.4. 

PorTER, SIDNEY, 6, 7 and 8, County Chambers, Weston 

Road, Southend-on-Sea, Essex, Practising Accountant. 


PosTLE, BERTRAM GEORGE, Clerk to Bishop & Hayden, 
82, Prince of Wales Road, Norwich. 


Powers, GEORGE DuDLEy, Clerk to Painter, Mayne & 
Walker, 103, Cannon Street, London, E.C.4. 


QuayE, WILLIAM ALFRED, Clerk to Eric E. Wilding & Co. 
7, Clements Lane, London, E.C.4. 


REYNOLDS, Jack, Clerk to Goldie, Campbell & Robins, 
Bank Chambers, Lowgate, Hull. 

Rice, Lesytre James, Clerk to Brown, Peet & Tilly, 
87-38, Mark Lane, London, E.C.3. 


Rivers, ALFRED PETER, Clerk to Dangerfield, Brewis 
& Mays-Smith, 56, Cannon Street, London, E.C.4. 


RoBERTSON, THomas, City Chamberlain’s Office, 285, 
George Street, Glasgow, C.1. 

SANDERSON, Jack, Clerk to Norman Sacker, 3, Rochdale 
Road, Bury. 

SavaGE, Epric ATHELSTAN, A.C.A. (Henry White & Co.), 
14, Clarges Street, Mayfair, London, W.1, Practising 
Accountant. 

Saaw, JoHn Epwarp, Clerk to Nathaniel Duxbury, Son 
& Co., Alexandra House, 49, Preston New Road, 
Blackburn. 

SHEARD, Percy (Fred Sheard & Sons), 5-6, Kirkgate 
Buildings, Huddersfield, Practising Accountant. 
Smita, ALFRED WiL.1AM Hott, Clerk to Jackson, Pixley 

& Co., 58, Coleman Street, London, E.C.2. 

Sopritt, Harry, 70, Devonshire Road, Linthorpe, 
Middlesbrough, Practising Accountant. 

SouTHWORTH, JOHN, Clerk to Porter, Matthews & Marsden, 
43, Preston New Road, Blackburn, Lancs. 

Stewart, JoHN, Burgh Chamberlain, Burgh Court 
Buildings, Grangemouth. 

SuGDEN, WiLL1AM JAMES, B.Com., Clerk to B. Sugden, 
St. Geprge’s Chambers, Athol Street, Douglas, 
1.0.M. 

TaFrs, ALFRED JOHN, Clerk to John Craggs & Co., 3, 
London Wall Buildings, London, E.C.2. 

WELLDEN, Henry James, Clerk to Egerton, Chater & Co., 
74, Cheapside, London, E.C.2. 

Wrixins, WALTER Tuomas, Clerk to Clench, Hewitt & Co., 
10, Norfolk Street, London, W.C.2. 

Witson, Artuur, Clerk to Volans, Leach & Schofield, 
16 and 17, East Parade, Leeds. 

WorRTHINGTON, WILLIAM GILES, Borough Treasurer’s 
Department, Municipal Buildings, Middlesbrough. 
Wricut, ALEXANDER Eart, Clerk to Robert Heatley 

& Co., 88, Brazennose Street, Manchester. 

WyYNEKEN, HERBERT LESLIE, Clerk to Jones, Crewdson & 

Youatt, 7, Norfolk Street, Manchester. 


SOLICITORS’ ACCOUNTS RULES 1935. 


The following are the Rules made by the Council of 
the Law Society under sect. 1 of the Solicitors Act, 1933, 
as approved by the Master of the Rolls. The Rules come 
into operation on January Ist, 1935 :— 


RULE 1. 

Every solicitor shall keep such books and accounts 
as may be necessary to show and distinguish in con- 
nection with his practice as a solicitor (a) moneys received 
from or on account of and the moneys paid to or on 
account of each of his clients and (b) the moneys received 
and the moneys paid on his own account. 


RULE 2. 

Every solicitor who holds or receives money on account 
of a client (save money hereinafter expressly exempted 
from the application of this Rule) shall without undue 
delay pay such money into a current or deposit account 
at a bank, to be kept in the name of the solicitor in the 
title of which the word “ Client ” shall appear (hereinafter 
referred to as “‘a client account”). Any solicitor may 
keep one client account or as many such accounts as he 
thinks fit : 

Provided that when a solicitor receives a cheque or 
draft representing in part money belonging to the client 
and in part money due to the solicitor, he may where 
practicable split the cheque or draft and pay to the 
client account that part only which represents money 
belonging to the client. In any other case he shall pay 
the whole of such cheque or draft into the client account. 


RULE 3. 
No money shall be paid into a client account other 
than :— 

(a) money held or received on account of a client ; 

(b) such gmoney belonging to the solicitor as may be 
necessary for the purpose of opening or maintaining the 
account ; 

(c) money for replacement of any sum which may by 
mistake or accident have been drawn from the account 
in contravention of Rule 4 of these Rules ; 

(d) a cheque or draft received by the solicitor repre- 
senting in part money belonging to the client and in 
part money due to the solicitor, when such cheque or 
draft has not been split as provided by Rule 2 hereof. 


RULE 4. 
No money shall be drawn from a client account other 
than :— 

(a) money properly required for payment to or on 
behalf of a client or for or towards payment of a debt 
due to the solicitor from a client or money drawn on 
the client’s authority, or money in respect of which 
there is a liability of the client to the solicitor, provided 
that the money so drawn shall not in any case exceed 
the total of the money so held for the time being for 
such client ; : 

(6) such money belonging to the solicitor as may have 
been paid into the account under Rule 8 (b) or 3 (d) of 
these Rules ; 

(c) money which may by mistake or accident have 
been paid into such account in contravention of Rule 3 
of these Rules. 

RULE 5. 
Rules 2, 3 and 4 shall not apply to money which— 

(a) the client for his own convenience requests a 
solicitor to withhold from a client account ; 

(6) a solicitor pays into a separate account opened 
or to be opened in the name of a client or some person 
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advance of the legal requirements. With his in- 
spiring Cambridge addresses still fresh in the minds 
of members, they may well imagine a layman address- 
ing an appeal to them on these lines: ‘“ As account- 
ants you are the only disinterested close observers 
of the economic scene. You have power and you 
have influence, individually and collectively. You 
are group leaders in the community, and there is no 
surer way of forming public policy than that of first 
influencing the thought of its group leaders. Every- 
where around us now is a new and insistent demand 
for leadership in economic affairs, and in the back- 
ground is a threat of violent destruction if our 
system does not get effective leadership. You, by 
providing a sound layer of opinion in the community, 
can ensure the formation of sound policies, based 
on facts and sincere and careful thought. Use your 
influence for this purpose, and you will render not 
only yourselves but also the community a great 
service.” Such an appeal would not be unreasonable. 
The Society has won a position of honour, and perhaps 
with this sometimes despised weapon of statistics 
it may become in its influence, force, and integrity 
still much greater. Statistics is largely a study of 
probability, and as a Bishop of Durham has said : 
** Probable evidence, in its very nature, affords but 
an imperfect kind of information. . . But to us 
probability is the very guide of life.’ The Society 
celebrates its Jubilee next year, and it may now 
appropriately consider how it may give yet greater 
help to the community it has so faithfully served. 


Society of Incorporated Accountants 
and Quditors. 


MEMBERSHIP. 


The following promotions in, and additions to, the 
membership of the Society have been completed since our 
last issue :— 

ASSOCIATES TO FELLOWS. 

CranE, RoBerT KENNETH (Crane, Houghton & Crane), 
30a and 31, St. Paul’s Churchyard, London, E.C.4, 
Practising Accountant. 

PuackeTt, LESLIE HERBERT THOMAS (Page, Simpson 
& Co.), Essex House, High Street, Stratford, London, 
E.15, Practising Accountant. 


ASSOCIATES. 

BaILey, FREDERICK ERNEST, Clerk to Cooper-Parry, 
Hall, Doughty & Co., 20-21, High Street, Burton- 
on-Trent. 

BAKER, CHARLES NorMAN, Clerk to Pelham, Plunkett 
& Co., The Quay, Waterford. 

BALLINGER, LESLIE JOSEPH GARDNER, Clerk to Hays, 
Akers & Hays, 1, Queen Victoria Street, Mansion 
House, London, E.C.4. 

Ba.LMForD, Tom, Clerk to Carter, Pattimore & Bostock, 
Union Bank Chambers, Market Place, Huddersfield. 

BANERJEE, DHIRENDRA Natu, B.Sc., Clerk to K. S. 
Aiyar & Co., 49, Apollo Street, Bombay. 

BarkKeER, WiLL1AM JouNn, Clerk to Martin, Farlow & Co., 
84-86, Gresham Street, London, E.C.2. 

BaRRELL, Harotp ANTHONY, Clerk to Peat, Marwick, 
Mitchell & Co., 11, Ironmonger Lane, London, E.C.2. 

BaspDEN, JOHN ArRmIT, Clerk to Albert A. Henley & Co., 
73, Basinghall Street, London, E.C.2. 


oe 
BENNION, Epwarp, County Accountant’s Department, 
Kent County Council, Sessions House, Maidstone. 
Bristow, KENNETH JOHN, Clerk to Alfred Nixon, Son 
& Turner, 31, Victoria Buildings, St. Mary’s Gate, 
Manchester. 


CASSELL, WILLIAM Henry, Clerk to Starkie & Naylor, 
Greek Street Chambers, Leeds. : 

CHAPMAN, WILLIAM GEORGE, Clerk to Gundry, Cole, 
Bond, Straus & Manning, 3, Great Winchester 
Street, London, E.C.2. 

CocuRANE, DovuGLtas BERNARD, County Treasurer’s 
Department, Lancashire County Council, County 
Offices, Preston. 

COLLINGE, ARNOLD Roy, Clerk to J. H. Lord & Co., 
Martins Bank Buildings, Bacup. 

Cox, STANLEY WILLIAM, Clerk to William S. Ogle, Sons 
& Porter, 90, Gresham House, 24, Old Broad Street, 
London, E.C.2. 

CritcHLEY, NorMAN, Clerk to Milford & Co., 3, Richmond 
Terrace, Blackburn. 

CrowTHER, Puruip Brairnwaire, Clerk to Hays, Akers 
& Hays, 1 Queen Victoria Street, E.C.4. 

CuTHBERT, ARTHUR, Clerk to Reads, Cocke & Watson, 
Leith House, 47, Gresham Street, London, E.C.2. 


Davies, Eric Josepnu, Clerk to Deloitte, Plender, Griffiths 
& Co., Midland Bank Chambers, 97, Bute Street, 
Cardiff. 

Dix, WiiiraM, Clerk to P. W. Lawrie & Alton, Morley 
House, London Road, Leicester. 

Dopp, ErNrest MatrHew, Clerk to W. L. Jackson & 
Hesketh, 51, North John Street, Liverpool. 


Firta, Epwarp Ewart, Clerk to Norman Hurtley, 
Atlas Chambers, King Street, Leeds. 

FisHer, Eric WILFRED, Clerk to Edward D. Edwards, 
Temple Bar House, 226, Strand, London, W.C.2. 
FLemMinG, Harry CHARLES, Clerk to Woolley & Waldron, 
Blue Peter House, 8 and 10, Portland Terrace, 

Southampton. 


Gites, WILLIAM STAFFORD, Clerk to S. J. Dudbridge & 
Sons, 8, Lansdown, Stroud, Gloucestershire. 

GrInSBERG, IsRAEL, Borough Treasurer’s Department, 
Metropolitan Borough of Stepney, Municipal Offices, 
Raine Street, Old Gravel Lane, London, E.1. 

GREEN, CHARLES Henry, Clerk to Clarkson, Hyde & Co., 
34, London Wall, London, E.C.2. 


Hare, SypNEY CHARLES, formerly Clerk to Booth, 
Anderson & Co., 40-43, Norfolk Street, London, 
W.C.2. 

Harris, Epwarp JAMEs, Clerk to Slater, Chapman & 
Co., Viaduct Chambers, 38, Holborn Viaduct, London, 
E.C.1. 

Hopces, JoHN SypDNEyY, Chief Financial Officer, Ebbw 
Vale Urban District Council, Finance Department, 
Armoury Hill, Ebbw Vale. . 

Jackson, Harotp MAITLAND, Clerk to Francis, French 
& Co., 20, Eastcheap, London, E.C.3. 

JEFFERY, NORMAN CLARE, H.M. Inspector of Taxes, 
City 17th District, Imperial House, South Street, 
London, E.C.2. 

Joint, GeorGE, Clerk to Thomson, McLintock & Co., 
71, Queen Street, London, E.C.4. 


KEATINGE, CLIFFORD OsBorRN, Clerk to Gooding, White 


& Co., 14, High Street, Stoke Newington, London, 
N.16. 

KENNEY, HERBERT JAMES, Clerk to John Rowley & Co., 
7, St. Martin’s East, Leicester. 

KicuTLey, LEonarpD, Clerk to Keens, Shay, Keens & Co., 
11, George Street West, Luton. 

KnicutT, FREDERICK GEoRGE, Clerk to A. E. Turberville 
& Co., 20, Essex Street, Strand, London, W.C.2. 
LainGc, JAMES FREDERICK, Clerk to Egerton, Chater & 

Co., 74, Cheapside, London, E.C.2. 
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LEE, THomas RovuseE.t, Clerk to Edmund D. White & 
Sons, London and Lancashire Chambers, Dale 
Street, Liverpool. 

LEISHMAN, JOHN, ‘Treasurer’s Department, County 
Council of the County of Renfrew, County Buildings, 
Paisley. 

Lone, Puruip, Clerk to Chalmers, Wade & Co., 5, Fenwick 
Street, Liverpool. 

MILLER, JouN BroapFroot, Town Chamberlain’s Depart- 
ment, Coatbridge. 

Moreton, Joun, Clerk to Ashworth, Mosley & Co., 
Lombard Chambers, 46, Brown Street, Manchester. 

MorsE, ALEXANDER JOHN, Borough Treasurer’s Depart- 
ment, County Borough of West Ham, Municipal 
Offices, The Grove, Stratford, London, E.15. 


Pau, ARTHUR JOHN, Clerk to Peat, Marwick, Mitchell & 
Co., lla, Chapel Street, Camborne, Cornwall. 


PELHAM, ROBERT FRANK EyYLEs, Clerk to Geo. W. Spencer 
& Co., 10, Bush Lane, Cannon Street, London, 
E.C.4. 


PorTER, SIDNEY, 6, 7 and 8, County Chambers, Weston 
Road, Southend-on-Sea, Essex, Practising Accountant. 


PostLE, BERTRAM GEORGE, Clerk to Bishop & Hayden, 
82, Prince of Wales Road, Norwich. 


Powers, GeorGE DupDLey, Clerk to Painter, Mayne & 
Walker, 103, Cannon Street, London, E.C.4. 


QuayE, WILLIAM ALFRED, Clerk to Eric E. Wilding & Co. 
7, Clements Lane, Londou, E.C.4. 


REyYNOLDs, Jack, Clerk to Goldie, Campbell & Robins, 
Bank Chambers, Lowgate, Hull. 


Rice, Leste James, Clerk to Brown, Peet & Tilly, 
87-88, Mark Lane, London, E.C.3. 


Rivers, ALFRED PETER, Clerk to Dangerfield, Brewis 
& Mays-Smith, 56, Cannon Street, London, E.C.4. 


RosBertson, THomas, City Chamberlain’s Office, 285, 
George Street, Glasgow, C.1. 

SANDERSON, Jack, Clerk to Norman Sacker, 3, Rochdale 
Road, Bury. 

SavaGE, Epric ATHELSTAN, A.C.A. (Henry White & Co.), 
14, Clarges Street, Mayfair, London, W.1, Practising 
Accountant. 

Saw, Jonn Epwarp, Clerk to Nathaniel Duxbury, Son 
& Co., Alexandra House, 49, Preston New Road, 
Blackburn. 

SHearp, Percy (Fred Sheard & Sons), 5-6, Kirkgate 
Buildings, Huddersfield, Practising Accountant. 
Smirn, ALFRED WiL11AM Hott, Clerk to Jackson, Pixley 

& Co., 58, Coleman Street, London, E.C.2. 

Sorpritr, Harry, 70, Devonshire Road, Linthorpe, 
Middlesbrough, Practising Accountant. 

SouTHworts, Joun, Clerk to Porter, Matthews & Marsden, 
43, Preston New Road, Blackburn, Lancs. 

Stewart, Joun, Burgh Chamberlain, Burgh Court 
Buildings, Grangemouth. 

SuGpEN, Witu1amM James, B.Com., Clerk to B. Sugden, 
a Geprge’s Chambers, Athol Street, Douglas, 

.O.M. 

Tarrs, ALFRED Joun, Clerk to John Craggs & Co., 3, 
London Wall Buildings, London, E.C.2. 

WELLDEN, Henry James, Clerk to Egerton, Chater & Co., 
74, Cheapside, London, E.C.2. 

Wixins, WALTER Tuomas, Clerk to Clench, Hewitt & Co., 
10, Norfolk Street, London, W.C.2. 

Witson, Artuur, Clerk to Volans, Leach & Schofield, 
16 and 17, East Parade, Leeds. 

WorTHINGTON, WiLLIAM GILEs, Borough Treasurer’s 
Department, Municipal Buildings, Middlesbrough. 

Wricut, ALEXANDER Eart, Clerk to Robert Heatley 
& Co., 38, Brazennose Street, Manchester. 

WyYnNEKEN, HERBERT LESLIE, Clerk to Jones, Crewdson & 
Youatt, 7, Norfolk Street, Manchester. 


SOLICITORS’ ACCOUNTS RULES 1935. 


The following are the Rules made by the Council of 
the Law Society under sect. 1 of the Solicitors Act, 1933, 
as approved by the Master of the Rolls. The Rules come 
into operation on January Ist, 1935 :— 


RULE 1. 

Every solicitor shall keep such books and accounts 
as may be necessary to show and distinguish in con- 
nection with his practice as a solicitor (a) moneys received 
from or on account of and the moneys paid to or on 
account of each of his clients and (b) the moneys received 
and the moneys paid on his own account. 


RULE 2. 

Every solicitor who holds or receives money on account 
of a client (save money hereinafter expressly exempted 
from the application of this Rule) shall without undue 
delay pay such money into a current or deposit account 
at a bank, to be kept in the name of the solicitor in the 
title of which the word *‘ Client ”’ shall appear (hereinafter 
referred to as “a client account”’). Any solicitor may 
keep one client account or as many such accounts as he 
thinks fit : 

Provided that when a solicitor receives a cheque or 
draft representing in part money belonging to the client 
and in part money due to the solicitor, he may where 
practicable split the cheque or draft and pay to the 
client account that part only which represents money 
belonging to the client. In any other case he shall pay 
the whole of such cheque or draft into the client account. 


RULE 3. 
No money shall be paid into a client account other 
than :— 

(a) money held or received on account of a client ; 

(b) such gmoney belonging to the solicitor as may be 
necessary for the purpose of opening or maintaining the 
account ; 

(c) money for replacement of any sum which may by 
mistake or accident have been drawn from the account 
in contravention of Rule 4 of these Rules ; 

(d) a cheque or draft received by the solicitor repre- 
senting in part money belonging to the client and in 
part money due to the solicitor, when such cheque or 
draft has not been split as provided by Rule 2 hereof. 


RULE 4. 
No money shall be drawn from a client account other 
than :— 

(a) money properly required for payment to or on 
behalf of a client or for or towards payment of a debt 
due to the solicitor from a client or money drawn on 
the client’s authority, or money in respect of which 
there is a liability of the client to the solicitor, provided 
that the money so drawn shall not in any case exceed 
the total of the money so held for the time being for 
such client ; . 

(b) such money belonging to the solicitor as may have 
been paid into the account under Rule 3 (6) or 3 (d) of 
these Rules ; 

(c) money which may by mistake or accident have 
been paid into such account in contravention of Rule 3 
of these Rules. 

RULE 5. 
Rules 2, 3 and 4 shall not apply to money which— 

(a) the client for his own convenience requests a 
solicitor to withhold from a client account ; 

(6) a solicitor pays into a separate account opened 
or to be opened in the name of a client or some person 
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named by that client or the duly authorised agent of 
that client ; 

(c) in the ordinary course of business upon receipt is 
paid on behalf of the client to a third party ; 

(d) is upon receipt paid to the client ; 

(e) is paid to a solicitor expressly on account of costs ; 

(f) the Council upon an application made to them in 
writing by a solicitor specifically authorises to be with- 
held or withdrawn from a client account. 


RULE 6. 

In order to ascertain whether these Rules have been 
complied with the Council, acting either on their own 
motion or on written complaint lodged with them, may 
require any solicitor to produce at some convenient time 
and place his books of account, bank pass books, state- 
ments of account, vouchers and any other necessary 
documents for the inspection of any person appointed by 
the Council, and such person shall prepare for the informa- 
tion of the Council a report on the result of such 
inspection. 

Such report may be used as a basis for proceedings 
under sect. 2 of the Solicitors Act, 1933. 

Before making any such appointment the Council shall 
consider any objection made by any such solicitor to the 
appointment of a particular person on personal or other 
proper grounds or on the ground that such person 
practises in the same locality. 

Before instituting an inspection on a complaint made 
by a third person, the Council shall require prima facie 
evidence that a ground of complaint exists, and may 
require the payment by such person to the Council of a 
reasonable sum to be fixed by them to cover the costs 
of the inspection, and the costs of the solicitor against 
whom the complaint is made. The Council may deal 
with any sum so paid in such manner as they think fit. 


RULE 7. 

Every requirement, authorisation and notification to 
be made or given by the Council to a solicitor under these 
Rules shall be made in writing under the hand of such 
person as may be appointed by the Council for the purpose 
and sent by registered post to the last address of the 
solicitor appearing in the records of the Law Society, 
and when so made and sent shall be deemed to have 
been received by the solicitor within 48 hours of the 
time of posting. 

RULE 8. 

In these Rules, unless the context otherwise requires, 
‘** Solicitor’ means a solicitor of the Supreme Court 
practising on his own account or a firm of solicitors and 
includes a solicitor acting as an agent, bailee, stakeholder, 
or in any capacity in connection with his practice asa 
solicitor. ‘* Client ’’ means any person or body of persons, 
corporate or unincorporate, on whose behalf a solicitor in 
connection with his practice receives money. Other 
expressions in these Rules shall have the meanings 
assigned to them by sect. 81 of the Solicitors Act, 19382. 

Words importing the masculine gender shall include 
females, and words in the singular shall include the 
plural, and words in the plural shall include the singular. 


RULE 9. 

Nothing in these Rules shall deprive a solicitor of any 
recourse or right, whether by way of lien, set-off, counter- 
claim, charge or otherwise, against moneys standing to 
the credit of a client account. 


RULE 10. 


These Rules may be cited as the Solicitors’ Accounts 
Rules, 1935, and shall come into operation on the Ist day 
of January, 1935. 


Report Writing. 


A LeEcrurRE delivered at the Incorporated Account 
ants’ Course at Cambridge, by 
MR. RICHARD A. WITTY, F.S.A.A. 


Mr. F. Woottey, F.S.A.A., occupied the chair. 

Mr. Wirry said: A discussion on Report Writing 
is perhaps a fitting conclusion to this short Cambridge 
Course which we have all enjoyed during the past 
three days. 

Each subject dealt with could be the basis of an 
important report. 

Mr. Hewetson Nelson’s paper on “‘ The Duties of 
Auditors from Trial Balance to Report in regard to 
Company Accounts ” covered the points of investiga- 
tion which are the preliminaries to many classes of 
report. 

Mr. Rhodes’ lecture on “‘ The Sources of Statistical 
Information with Special Reference to Index 
Numbers,” and Mr. Bertram Nelson’s paper on the 
** Statistical Interpretation of Accounts,” go to 
the very root of the science of presentation which is 
an integral part of Report Writing. 

Then we had ‘Company Reconstructions,” by 
Mr. Morgan, and it would probably be no exaggera- 
tion to say that every reconstruction has been pre- 
ceeded by an accountant’s analytical and critical 
report. 

Sir Thomas Keens’ paper on “ Staff Training and 
Staff Organisation and the Etiquette of the Pro- 
fession”’ was more domestic to the accountancy 
profession, but his remarks on the training and 
organisation of a staff could largely be applied to any 
commercial office, and this is a subject upon which 
accountants are frequently called to make a report 
and recommendations. 

And then Mr. Stuart Allen in this morning’s paper 
has dealt with some of the fundamental bases of the 
incidence of income tax—on which a complete 
knowledge is very essential in connection with reports 
in back duty cases. 

Report Writing is not a large subject, unless one 
deals in detail with the investigation and assembling 
of facts, and beyond a few general references I do not 
propose to discuss that aspect in detail. Partly 
because it is a separate branch of accounting, and 
partly because it has already been touched upon in 
more than one paper during this Course. 


REPORT IS THE CULMINATION OF ALL ACCOUNTING 
Work. 

Some form of report is the culmination of all 

accounting work. That report may be expressed 

entirely in balance sheets, accounts and statements, 


or it may be a written report supported by figures. 


It is the special written report we are considering 
this morning. I do not propose to discuss statutory 
forms of report, as these are, of necessity, usually 
confined within definite legal limits. Rather I think 
should we consider the special report untrammelled 
by legal or other limitations. A report perhaps 
reflects the mind and individuality of the writer 
more than any other work the accountant is called 


a = a a _ > 
a 2 a ye + > Se ‘ 
i‘ sae. ’ J 7 7 
ie 
Pas 
i . 
i a 
ae 4 
: : 
ag nr 
j ? ——OEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESSESEESSSESE—elEEeEEE>=L_=>=_|=|E_EESEHEEESSSSSESSSSSSHTHS_ 
, 
a 9 
F ; 
-. a 
_ 7 
uy: a 
| 
: | ee 
a 
Fe } 
pay ae 
3 , 
E - 
r ‘ 
4 ; 
53 
: . 
” 
as 
> 
7 
ve 
bs % 
4 
-§ 
Be 
‘ 
g 
‘ 
“ ‘ 
1s 
a 
ua 
i 
ts 
‘i 
Ve 
. 
<'§ 
’ 
a 
, 
; 4 
‘i 
i d 
i 
ap 
? 
,* 
le 
Fi i. 
; ‘ 
4 . 
i 
3 
: 
> 
ie a ee 
. d 
ts ; 
i 
ve . 
ie 
yi: - : 


nt 


i 


SEPTEMBER, 1934] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 433 


upon to perform. From the very nature of the sub- 
ject there can be no dogmatic rules to which all 
reports should conform. But there are definite broad 
lines upon which we can agree, although possibly the 
discussion will show variation of opinion on points 
of detail. I have not prepared a model report 
chiefly because I fear that would confine our attention 
to one particular line of discussion. Actually, we are 
to discuss the report rather than any specific investi- 
gation, and it is desirable, therefore, that the dis- 
cussion should travel over the whole subject. 


DIFFERENT CLASSES OF SPECIAL INVESTIGATION FOR 
REPORT. 

The term “ Report ” is comprehensive, and without 
endeavouring to compile a complete list of account- 
ancy work which could form the subject of a report, 
let us just enumerate a few of the more important 
circumstances which come within the daily practice 
of the public accountant. (a) Purchase and sale of a 
business, (6) Amalgamation of businesses or rationali- 
sation schemes, (c) Report in prospectus, (d) Cases of 
suspected fraud, (e) As to credit generally, (f) For 
bank loan purposes, (g) Position of a company or 
private business for special report to directors or 
owners, (k) In connection with company recon- 
structions, (i) In cases of insolvency or suspected 
insolvency, (j) Back duty cases, (k) Schemes of costing. 
Other subjects will no doubt occur to you. I do not 
propose, however, to consider these headings in 
detail, but have mentioned them to show the variety 
of work which may form the subject of special 
reports. 


PROCEDURE FROM INSTRUCTIONS TO REPORT. 


The time-table of procedure is fairly common to 
all reports, and may be summarised as follows :— 

(a) Obtain definite instructions in writing. This 
is not always easy, but it is very essential, even 
though you may have to draft your own instructions. 
I should be interested to hear the experiences of other 
practitioners, but personally I find that in a good 
many cases it is necessary for me to draft the instruc- 
tions to myself. Those instructions should be clear 
and precise as to what is required, but normally 
they should not detail the actual work to be under- 
taken. That is a matter for decision by the account- 
ant himself, and will depend on the records available 
and the persons he is dealing with. The work will 
vary in practically every case, and the decision on 
this point will reflect the capacity or otherwise of the 
accountant concerned. The instructions, however, 
may call for a definite opinion and advice, but, on 
the other hand, they may call only for information 
and conclusions which will enable the client to form 
his own opinion. The instructions, therefore, are 
vitally important, as they may affect the scope of 
the investigation and the whole tenour of the report. 

(b) The next step will usually be attendance at the 
place of business and the necessary investigation. 
We shall have a word or two to say presently about 
the investigation and the personnel of the business. 
Attendance at the actual place of business, however, 
is essential in very many cases in order that the 


accountant may feel something of the atmosphere 
in which the business is carried on. 

(c) When the investigation is complete or approach- 
ing completion the accountant will start his first 
draft report. The form of that report we will consider 
under a later heading, but I deliberately use the term 
** first draft ’’ because it is rarely possible to draft or 
dictate the final report straight away. Indeed, I 
suggest that it is inadvisable even if possible. 

(d) The last step is the reconsideration and the 
amendment of the first draft report, and the settle- 
ment of the report as it is to be issued. Wherever 
possible a second opinion should be obtained on the 
report from a partner or managing clerk who may not 
be entirely familiar with the details of the investiga- 
tion. Such a person can bring a clear mind to the 
matter, and being free of obsession as to the details 
of the investigation, will quite possibly be better 
able to weigh up the value of the report from the 
point of view of the client himself. 

Reports are essentially the work of principals and 
managing clerks, but every Incorporated Accountant 
attending this Course either holds one of these positions 
at the moment or has a definite intention of occupying 
such a position in the near future. But report writing 
should receive attention from the youngest clerk in 
the accountancy profession because it embraces the 
whole work of a public accountant from the most 
elementary investigation to considerations of every 
branch of higher accounting. 


SALIENT PorINnTts IN INVESTIGATION FOR REPORT. 

We are really considering this morning the actual 
writing of the report. We are not dealing with the 
details of the investigation leading up to the report. 
But obviously the course and scope of the investiga- 
tion has an important bearing on the report, so let 
me just refer in broad outline to some of the more 
salient points that arise in any such investigation. 


Assets. 

Land and Buildings: Basis of present valuation. 
Relation to cost and true present value. General 
position in relation to possible need for extension. 

Plant and Machinery: Details of cost, age and 
depreciation. Probable life, obsolescence. If de- 
preciation rates have varied in different years, the 
effect of a uniform rate on profits. General state of 
upkeep. 

Book Debts : In some cases it is desirable to give a 
schedule. Whether reserves for doubtful debts are 
adequate, and on whose authority debts are included 
as good. 

Goodwill: Basis of present book valuation and 
basis of present real valuation. 


Liabilities. 

Charges: Nature of charges must be given in 
report, particularly where the charge is by operation of 
law (e.g. solicitor’s lien) and not evidenced by any 
document. 

Loans and other Creditors: Will call for special 
comment in every case, particularly in regard to the 
maturing of the liability. Capital commitments 
should be separated from revenue liabilities. 
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Working Capital: In some special reports this 
may be the crux of the report, and sufficient informa- 
tion must be given as to excess of floating assets over 
floating liabilities, particularly in relation to trade 
and to credit given and taken. 


Profit and Loss Items. 

Turnover or Work Done: Analysis is always 
essential, particularly in relation to contracts which 
may have expired or are shortly about to expire. 

Expenses : Special items always call for comment, 
and report must usually be made as to probable 
future variations. 

Comparative Figures: Where a series of figures 
covers a number of years notes will always be required 
as to special factors which may have caused variations. 
In considering future prospects, however, it should 
be remembered that the term ‘ normal” year—or 
other period—is a misnomer—a delusion and a 
snare. There is no such thing as a normal period. 
At least I think it can be said that no business of any 
magnitude ever passes through a period without 
some special non-recurring factor arising. Fortu- 
nately, these non-recurring factors have a useful habit 
of levelling themselves up in the majority of cases. 

Narrative Form of Accounts : In some cases there 
is a definite advantage in giving trading results and 
other figures in narrative form rather than in lengthy 
and tabulated schedules of figures. 

I have mentioned these headings not as being in 
any degree complete, but rather as an invitation to 
you to enlarge upon them and extend the notes in 
the course of the discussion. 


ARCHITECTURE OF REPORT AND Points COMMON TO 
ALL REPORTS. 

I am using the word architecture advisedly. Every 
report necessitates some degree of planning and 
designing. If the footings are not dug sufficiently 
deep, and if the foundations are not sufficiently 
strong, then inevitably the super-structure is bound 
to fall sooner or later. Assuming then that our 
preliminary work has been well and truly done, 
the actual building up of the report should be (a) In 
numbered paragraphs with a clear title or heading 
to each paragraph. On the front page or endorse- 
ment should appear a table of contents giving these 
paragraph titles. (b) The report must be logical 
and sequential, and normally will cover the following 
headings :-— 

Introductory. 

Period covered by investigation. 

Schedule of statements and accounts accom- 
panying report. 

Comments on assets and liabilities at date of 
investigation. 


General position of concern in regard to fixed 


capital and floating capital. 

Comment on working results. 

Carefully headed notes on special matters. 

Summary. 

Conclusions giving definite advice if asked for 
in relation to specific proposal and/or possible 
alternatives. 


ForRM AND PHRASEOLOGY OF REPORT. 

Facts and figures are normally the basis of prac- 
tically every report which an accountant is called 
upon to make. But a mere recital of facts and figures 
does not constitute a report. The science of presenta- 
tion comes into play, and it is here that the account- 
ant’s personality and individuality will express itself. 
The mental process of compiling a report will probably 
vary in every case, but I would enumerate the follow- 
ing points as being essential in every report or at 
least as being worthy headings for discussion. 

(a) Contrary to what is usually written or said on 
this subject I am going to suggest that the first 
point to be borne in mind is the necessity for measur- 
ing the mental attitude and capacity of the person 
or persons for whom the report is to be prepared. 
In the case of a simple investigation for a man who 
wants to purchase a business don’t fill up the report 
with tabulated statistics. They will probably only 
confuse the client. Remember even that the simple 
terms “debit balances” and “credit balances ” 
are not so clear to the average client as to the account- 
ant who is using the terms hundreds of times every 
day. Such a man wants to know the turnover, the 
gross profit, the expenses and the net profit with a 
summary of exceptional circumstances. Elaborate 
accounts will not help him at all. At the same time, 
of course, the report must be backed by accurate 
accounting so that the client cannot turn round 
at some later date and accuse the accountant of 
negligence. 

On the other hand, don’t assume entire ignorance of 
accountancy methods on the part of all business men. 
Admittedly the majority of business men may have 
devoted the greater part of their lives to the pro- 
ductive side of business, but they usually have a 
sufficient working knowledge of accounts and balance 
sheets. 

In larger concerns a sound knowledge of account- 
ancy principles can usually be assumed. The 
secretary may be a qualified accountant or there 
may be a qualified accountant on the board of 
directors. 

But having said that the first point to be borne in 
mind is the mental capacity of those for whom the 
report is being prepared, please do not think that 
I am contradicting myself when I advise you to also 
remember that you never know for certain into whose 
hands—third party hands—the report may eventually 
find its way. Remember the case of Ultramares 
Corporation v. Touche, Niven & Co. That was a case 
in the United States of America in 1930 and 1931 
in which the accountants’ certified balance sheet 
passed into the hands of persons other than the 
company who had given the instructions. It subse- 
quently transpired that the accounts were incorrect 
and misleading, and these third parties then claimed 
damages from the accountants on the ground of 
negligence. It was admitted that the accountants 
must have known that the particular balance sheets 
in that case would be passed on to a number of third 
parties who would be influenced thereby in the credit 
to be given to the company in question. But there 
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was definitely no contract between the accountants 
and these third parties, and the very serious question 
was raised as to whether the accountants could be 
held liable to such third parties. The first Courts in 
the United States decided that the accountants were 
liable, but when the matter went to appeal a new trial 
was ordered. Unfortunately, from one point of 
view, the matter was ultimately settled out of Court 
before the re-trial had taken place, so that no definite 
principle of law was finally established. We shouid 
probably be wise, however, in always bearing in 
mind the possibility of the most private report 
reaching the hands of third parties who might suffer 
loss by acting thereon, and that even in this country 
accountants might be held liable for damages under 
such circumstances. 


(b) The next point undoubtedly is to be certain 
of your facts and factors. Verification is the prime 
duty of the accountant, and this remains so even 
though the investigation may be in relation to audited 
accounts. It is no answer to say that sufficient time 
was not allowed for reasonable verification. Probably 
every accountant has the experience of being asked 
to undertake an investigation in shorter time than is 
necessary. Events may subsequently prove that 
the rush of time was not, after all, so essential, and 
that a proper time for investigation could have been 
taken without causing loss to anyone concerned. 
It is frequently desirable to point out the necessity 
of sufficient time being allowed. The client should 
be advised that an incomplete investigation is not 
only useless, but absolutely dangerous. Cases do 
arise, however, where some form of report must be 
made rapidly without the complete investigation 
which the accountant would desire. In such cases, 
of course, it is necessary that the accountant should 
cover himself in the report. 


(c) The form of the report will probably be taking 
shape in your mind during the whole time you are 
making your investigation and collecting your facts. 
In this connection— 


(d) Study the men with whom you are brought into 
contact. A knowledge of men and affairs is said 
to be essential to every qualified accountant, and the 
ability to sum up characters and situations will be 
extremely valuable in connection with any report. 
It is probably no exaggeration to say that the 
personality and character of the men concerned 
may have a more vital bearing on a particular business 
than actual facts and figures. 

(e) Don’t load up the report with detail. If 
detailed figures or lengthy systems are necessary, give 
them in schedules so that the main report only deals 
with summaries and conclusions. 


(f) Be careful to avoid the settlement of the report 
—in your mind—before you make your investigation. 
It is all too easy to let the instructions you have 
received and the probabie interest of your client so 
colour your outlook that your inquiries are dictated 
towards the form of report you are hoping you will 
be able to make. Obviously, you will be acting in 
the best interests of your client if you approach your 


investigation with an open mind without any pre- 
disposition towards a particular line of report. 


In other words, report on your investigation, but 
don’t investigate on a predetermined report. 

(g) The curse of many reports is “‘ jargon.” Jargon 
is defined in the dictionary as ‘“ Unintelligible or 
meaningless talk or writing ; nonsense, gibberish.” 
But the dictionary also says that the word is “ applied 
contemptuously to the language of scholars, the 
terminology of a science or art, or the cant of a 
class, sect, trade or profession.”” We can, perhaps, 
ignore the contemptuous application of the word. 
The professional terminology of the accountancy 
profession is indefinite, and at times suffers severe 
criticism, but the fact remains that all attempts 
to clarify that terminology—and the attempts have 
mostly been made in the U.S.A.—have merely 
resulted in making confusion worse confounded. 
But unless we are extremely careful in the use of our 
purely professional terminology we shall rapidly 
drift into the first definition of “ unintelligible or 
meaningless talk or writing.” By the writer of 
jargon, then, I mean rather the man who writes 
involved and cumbrous phrases instead of short, 
pithy sentences, and who displays an undue fondness 
for multi-syllabic words. 


(hk) The language must be clear and free of am- 
biguity, and remember that even punctuation is 
important. 

(i) When reconsidering a draft report, ruthlessly 
cut out every unnecessary word or redundant phrase. 


(j) At the same time the report need not be dull. 
Mr. William Lumb says: “ Although the style of 
writing best suited to a report is a plain and simple 
one, there is no need to despise literary art and to 
cultivate dullness ; if there is no straining for effect, 
an apt comparison, a homely illustration, even a 
touch of eloquence will often put life into what would 
otherwise be nothing but a mass of dry bones.” 


(k) I hardly need to remind you that even im ptivate 
reports no definite estimate of future profits should 
be given, although the probable trend of events and 
the factors affecting turnover and profits may 
be an important part of many reports. 

(1) The report, then, must be concise but complete, 
giving preference to the completeness rather than 
the conciseness. 


CULTIVATION OF THE ART OF REPORT WRITING. 

How, then, can one cultivate a system of writing 
which shall meet all these requirements? It is largely 
a matter of general education, reading and practice. 
The quality of your reading definitely affects your 
writing. 

All accountants should foster the qualities which 
go to the making of a good report writer. These 
qualities are thinking logically, expressing oneself 
simply and clearly, discriminating between the 
important and the trivial, and the marshalling of 
facts and figures in proper order and sequence. 

You cannot learn report writing by studying text- 
books. But cultivate a taste for reading good English. 
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In particular, do not confine your newspaper reading 
to the tit-bitty dailies. The leading articles in the 
Times are still models of expression in the English 
language, and some of our monthly review publica- 
tions make us feel proud of our Mother tongue. 
Parliamentary Committee Reports—contrary to the 
common belief—are frequently models of what a good 
report should be—and moreover very readable. 

But every member of this Course has at hand the 
finest possible training for the writing of a good 
report, because the same qualities are required as in 
the preparation of a lecture or address on any subject 
for a District Society meeting or conference. Don’t 
neglect that opportunity, and don’t hesitate to 
approach your local secretary with an offer to open 
a discussion or give a lecture. Your secretary will 
not think you too pushful or immodest, and will 
certainly not object even if you say you are practising 
the art of writing in order to improve your own power 
as a report writer. 

In conclusion, let me make my acknowledgments 
to Mr. A. E, Cutforth and Mr. B. H. Binder who 
have made valuable contributions to the scanty litera- 
ture on this subject. 


Group Discussions on Mr. Witty’s Lecture. 

At all the group discussions, emphasis was laid on the 
importance of the Lecturer’s point that some auditors paid 
insufficient attention to the value of clear expression and 
presentation of facts in writing reports. One member 
emphasised the importance of presenting figures and other 
information in the form of schedules attached to the 
report. It was of the first importance that reports should 
be clearly intelligible to those for whom they were intended. 
It was mentioned that in one firm, juniors were required 
to draft reports on the conclusion of their work before 
the details were presented to principals. This gave an 
opportunity for practice in report writing. The view 
was expressed that the presentation of preliminary 
reports should be avoided if possible, and in any event 
they should be submitted with adequate reservations. 

In another group the suggestion was made, and received 
general acceptance, that prior to sending a report to a 
client it was a good plan to submit the draft to a partner 
or a senior clerk who was not previously acquainted with 
the details. By this means an objective opinion could 
be obtained. 

Regarding an accountant’s report on income tax back 
duty, it was agreed that such reports should be absolutely 
unbiased. If the accountant thought he should enter 
a plea of any kind, this should follow the report and be 
entirely distinct from it, or else should be expressed in a 
covering letter. Similar considerations applied to reports 
of meetings of creditors. 

One member mentioned that in America the report 
writer was the most important man on the staff, and the 
narrative was more important even than the actual 
accounts. He was much attracted by the kind of reports 
used in America, which sought to provide a bird’s-eye 
view of the business as a whole. Another member 
referred to the substitution for narrative reports of reports 
in graphical form. 

It was agreed that a well constructed report was most 
useful in connection with trust accounts. In the case of 
a complicated trust, practitioners found that beneficiaries 
were often unable to understand the accounts. It was 
therefore important to set out the points arising from the 
accounts in the form of a report. 

In the group presided over by the Lecturer, a point 
mentioned was the necessity for obtaining implicit direc- 
tions from the client or person instructing the accountant. 
This was so vital that if necessary the accountant might 
himself draft the instructions for the client’s signature. 


The same group discussed the liability of the accountant 
to third parties in respect of anything contained in the 
report. It was generally agreed that a report marked 
‘** Private and Confidential ” was a privileged communica- 
tion between the accountant and his client. At the same 
time if was felt that there might be some liability to third 
parties if by reason of acting upon any information 
i therein the third party was involved in any 
oss. ‘ 


Income Tax, Schedule D. 


Certain Rules and Reliefs. 


Notes of a Lecture delivered at the Incorporated 
Accountants’ Course at Cambridge by 
Mr. A. STUART ALLEN, F.S.A.A. 


Mr. E. CassLETON ELLI0TT, President of the Society, 
occupied the chair. 


The Lecturer prefaced his remarks by saying that 
the golden rule in dealing with income tax problems 
was to study the precise wording of the relevant 
provision. As he was this morning concerned with 
Schedule D of the Income Tax Acts, he would invite 
their attention to the Schedule itself. 

It would be seen that the charge was imposed— 

(a) on persons residing in the United Kingdom in 
respect of the actual profits or gains arising 
from any property in the United Kingdom or 
elsewhere and from any trade, profession or 
vocation whether carried on in the United 
Kingdom or elsewhere ; 

(b) on any person not resident in the United King- 
dom in respect of income arising in this 
country ; and 

(c) on all interest of money not charged under 
any of the other Schedules. 


He then referred to the six Cases of Schedule D, 
and pointed out that the judgment in Liverpool and 
London and Globe Insurance Company, Limited, v. 
Bennett laid it down that the liability in a particular 
instance might be assessable under more than one of 
these Cases, and that if this were so the Inland Revenue 
Department could elect under which Case to assess, 
and that it was no barrier against assessment in a 
particular form that its mere. effect was a total of 
liability in excess of the profits earned. 


On the other hand, the taxpayer had the right to 
know the Case under which the liability was brought 
into assessment, and this knowledge could in certain 
circumstances be of the utmost importance. On 
this point he gave certain illustrations. 


He then proceeded to point out that the Rules of 
the various Cases had in certain instances the effect 
of cutting down the scope of the charging words, and 
mentioned interest on deposits belonging to a foreign 
resident. Under the wording of Schedule D itself 
there was certainly a liability in respect of such 
interest, but the machinery did not suffice for its 
assessment. It would be found, however, that in 
the case of the death of a foreign resident in such 
circumstances and the appointment of an adminis- 
trator here to collect the funds of the estate, it was 
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competent for an assessment to be raised upon the 
administrator, subject to the usual time limit of 
six years. 

As regards Case VJ, this could be regarded as a 
sweeping-in Case covering all liabilities not dealt 
with elsewhere, and he referred to the cases of 
Leeming v. Jones and Cooper v. Stubbs. A study of 
the precise facts of these cases did not result in any 
very clear line of guidance, but they did establish 
that a mere purchase and sale with the intention of 
making a profit did not attract liability under 
Case VI; that in such circumstances it was 
eminently desirable, whenever possible, to induce 
Commissioners to find as a fact that transactions 
did not amount to the carrying on of a trade or 
business. 


Turning, then, to the Rules of Cases I and II of 
Schedule D, he referred particularly to Rule 3 (/f), 
*“any sum employed or intended to be employed as 
capital.”” He emphasised that the general scope of 
the whole Rule was to prohibit the deduction of 
items enumerated, whence it followed that the basis 
of computation of profits for income tax purposes 
was the normal commercial basis, subject only to 
the exclusion of the prohibited deductions. As 
regards capital employed, he drew the distinction 
between fixed and circulating capital and referred 
to the judgment of Lord Justice Romer in the case 
of Golden Horse Shoe (New), Limited v. Thurgood as 
an excellent epitome of the law on this point. 


As regards the substituted Rule 11 contained in 
sect. 32 of the Finance Act, 1926, and dealing with 
changes in partnership, he urged his hearers to work 
out for themselves a mathematical formula which 
could be used as a test in any particular case to 
decide whether election under Rule 11 would be 
advantageous to the firm in the years immediately 
preceding and the years immediately succeeding the 
change in partnership. Such formula, once worked 
out, would clarify the effect of the provisions and 
enable an accountant to give speedy and authorita- 
tive advice in any particular case. 


On Rule 6—relating to the wear and tear of 
machinery and plant—he pointed out that the 
plant must actually be used for the purposes of the 
trade or business and emphasised that since legis- 
lative effect had been given to the practice as regards 
obsolescence of plant and machinery, it had become 
of importance to keep a detailed record of all the 
principal items of plant so that the due obsolescence 
could be claimed as and when obsolete plant was 
replaced by more modern units. 


Referring to Cases IV and V of Schedule D, he 
said that essential points to be watched were :— 


(a) the domicile of the recipient ; 


(b) the residence of the recipient if a British 
subject ; and 


(c) the character of the source of the income. 


He remarked that a new terror had been introduced 
into this particular aspect of income tax in the case 


of Back v. Whitlock, which, curiously enough, had 
been decided on the authority of the case of Fry v. 
Burma Corporation, where the liability arose under 
Case I of Schedule D, and the judgments were 
really confined to the interpretation of specific wording 
relating solely to Case I. 


In conclusion, he set two hypothetical cases for 
the consideration of the Groups into which the 
audience split up at the close of his remarks, and 
the answers to these problems were given immediately 
before the ensuing lecture. 


Group Discussions on Mr. Allen’s Lecture. 
Whilst some of the groups devoted most of their time 
to the two problems set by the Lecturer, others preferred 
to deal with more general matters. One group made a 
recommendation that in the case of problems submitted 
for solution by groups, full details should be set out in 
writing and circulated amongst the members. 


The comparative merits of the Special and the General 
Commissioners for the hearing of cases were discussed, 
and questions were raised as to the interpretation of the 
valuation of stock at ‘* cost or market price,” and on the 
right of the Crown to withhold the statutory allowance 
for repairs under Schedule A. 


In one group the effect of changes in partnerships and 
conversion of partnerships into limited liability com- 
panies, with special reference to the date of change, found 
a prominent place, and several illustrations were given 
showing the substantial differences in tax liability that 
arise from selection of different dates of change. The 
responsibility of the accountant to protect the client, 
and the possible consequences of failure in this respect 
was also raised. This led up to an interesting discussion 
on the question of legal evasion and the limits within 
which accountants might be expected by their clients 
to keep them informed upon such matters, the feeling of 
some members of the group being that clients who had 
not been so advised might take the view that their 
interests had been neglected. The point was made that 
cases were not unknown where unqualified accountants 
made a speciality of this kind of service to the disadvantage 
of accountants already acting. It was pointed out that in 
such matters the duty of the accountant was governed 
by the instructions he received and that there was no 
obligation on his part to go beyond the scope of his 
instructions, which, however, should be generously 
interpreted. 

One member raised the question whether a new business 
unit would, for income tax purposes, be regarded as a new 
business or as an expansion of an existing business. He 
was informed that no definite ruling had been given 
on the point. In practice, where a small company 
bought up a new unit it was usually treated for tax pur- 
poses as a new business, but in the case of large companies, 
for example where they took over vacant shops, the new 
enterprise was regarded as an extension of the business. 


Other topics dealt with included cases where tax had been 
paid without any enquiry as to whether the assessments 
were correct, and where subsequently the Inland Revenue 
refused to reopen the matter, although certified accounts 
had been presented. One member mentioned the lack 
of co-relation between notices of assessment, Form 70, 
and demand notes. 


One group recommended that the Council might make 
representations to the Board of Inland Revenue requesting 
that copies of all memoranda at present sent only to 
Inspectors of Taxes regarding concessions which they 
were authorised to allow, such as reliefs, &c., for back duty 
cases, lists of allowable subscriptions and similar matters, 
should be sent to accountants. The point was urged 
that while it was essential for accountants to kaow 
these matters, under the present method they were 
entirely dependent on Inspectors of Taxes for their 
information. 
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Correspondence. 


APPORTIONMENTS. 
To the Editors, Incorporated Accountants’ Journal. 

Srrs,—In view of Mr. Booth’s comments on my previous 
letter, I should be grateful if you would kindly allow me 
to make the following observations :— 

(1) The decision in the case of Monks v. Exors. of Fox 
appears to be no more than this : that the interest was not 
brought within the ambit of the charging sections of the 
Income Tax Act, 1918. This, I suggest, is very different 
from saying that the interest was capital ; in fact, I cannot 
find any mention of capital in the judgment of Mr. Justice 
Rowlatt. 

(2) Sect. 34 (3) of the Finance Act, 1917, provides that 
any stock or bonds transferred in payment of Estate 
Duty shall be deemed to mature for payment on the date 
of transfer, and then goes on to refer to the principal and 
interest of the stock or bonds. The transaction in con- 
nection with the surrender of Victory Bonds in payment 
of Estate Duty is therefore equivalent to their redemption 
at par, plus accrued interest, and, relying on the decision 
of Schofield v. Redfern, such interest would belong to the 
tenant-for-life. 

(3) To apply the test of whether or not an item is tax- 
able in deciding questions between tenant-for-life and 
remaindermen is, I suggest, likely to lead to impossible 
conclusions. For instance, under the rule in In re Chester- 
field’s Trusts, on the falling in of a reversionary interest in 
a life policy, the amount received would be apportioned 
between tenant-for-life and remaindermen. The amount 
so apportioned to the tenant-for-life would clearly be 
outside the charging sections of the Income Tax Act, 
1918. Mr. Booth, by applying his test, would say that 
the tenant-for-life’s share was capital, in which case it 
would belong to the remaindermen ! 

Yours faithfully, 
A. F. CHICK. 


CANCELLATION OF FORFEITED SHARES. 
To the Editors, Incorporated Accountants’ Journal. 

Sirs,—I shall be obliged if you will kindly publish 
the following query in the next issue of your valued 
journal :— 

A public limited company desires to wipe out accumu- 
lated revenue losses against the balance standing to the 
credit of forfeited shares account. The shares which have 
been forfeited have not been reissued. The directors 
resolve not to reissue them. Could the company legally 
utilise the credit balance without the forfeited shares on 
which the amount has been received having been first re- 
issued ? Is the balance on forfeited shares available for 
writing off fictitious assets before the shares are first 
reissued ? Is it possible to cancel forfeited shares by a 
special resolution without the confirmation of the Court ? 
If these forfeited shares could be cancelled, would not 
then the credit balance be available for writing off pur- 
poses as proposed by the company ? Could any of your 
readers suggest a safe and legal method to wipe out 
losses and utilise the credit balance of forfeited shares 
account without the intervention of the Court? Any 
decided cases or precedents will be highly appreciated. 

Yours faithfully, 
ARCADIA. 

Bombay, August, 1934. 

[To cancel shares whether forfeited or not constitutes a 
reduction of capital, and the capital of a company 


eannot be reduced without application to the Court. 
Any balance standing to the credit of forfeited shares is 
capital and can only be utilised in the same way as the 
other capital of the company.—Ebs., J.A.J.] 


RESERVES. 
To the Editors, Incorporated Accountants’ Journal. 

Srrs,—We should very much appreciate your 
opinion on the following matter connected with a gas 
company to which we were appointed auditors three years 
ago. 

A gas company created by its own Act in 1865, and 
subject to the Gas Works Clauses Act, 1847, created a 
reserve account by transferring from profits amounts to 
bring the reserve account to the maximum allowed by the 
Act, i.e., £3,000. Only £2,581 18s. 6d. was taken out in 
cash and used to purchase investments outside the busi- 
ness, and this was not done until 1883. Next the invest- 
ments were sold, and the proceeds invested in 2} per cent. 
Consols, and the loss on the change, £76 8s. 4d., was 
charged against revenue. The investment then stood in 
the balance sheet ** £3,064 16s. 9d. 24 per cent. Consols 
at cost, £2,505 10s. 2d.”” In December, 1917, and June, 
1918, the depreciation in value of Consols was written 
off to revenue £789 10s. 2d., so that at June, 1918, al- 
though the reserve account stood at £3,000, it was repre- 
sented by an investment in Consols, £3,064 16s. 9d., 
Value ide i ica uty «» 2788 8 86 


Amount in business never invested 418 1 6 


Add deduction charged against Revenue 
for loss on change of Investment £76 8 4 


Depreciation in value .. 789 10 2 


865 18 6 


£3,000 0 0O 


The point on which we seek an opinion is: If a sum is 
set aside out of profits to form a reserve and investments 
made to represent that sum, how have fluctuations in 
the value of those investments to be treated ? 

When the Consols fell, was the company right in 
reducing the value of its holding and charging the fall 
in value to revenue, and as Consols are now higher again, 
should it increase the value of its holding and credit 
revenue with the increase ? 

The favour of your opinion will oblige, 

Yours faithfully, 
WALTER 8S. LEWIS & SONS. 
Rochdale, August, 1934. 


[As the reserve was apparently not created for any 
specific purpose, the treatment of the investment would 
appear to be a matter for the discretion of the directors. 
—Eps., I.A.J.) 


FORTHCOMING EVENT. 


September 4th.—Devon and Cornwall District Society. 
Lecture on ‘‘ Sale of Goods,” by Mr. O. Griffiths, M.A., 
LL.B., at Plymouth. 


Professional Appointments. 
Mr. Ira Wild, A.S.A.A., has been appointed Comp- 
troller and Auditor General in Newfoundland. 
Mr. D. H. Charlesworth, A.S.A.A., Blackpool, has been 
appointed Borough Treasurer of Walsall. 
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Some Practical Points in 
Company Work. 


A Lecture delivered before the Incorporated Accountants’ 
Students’ Society of London and District on Tuesday, 
March 13th, 1934, by 


Mr. W. J. BACK, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. WiLL1am STRACHAN, 
Incorporated Accountant. 


It is obviously necessary to begin by setting limits to 
the “* Practical Points ’’ which will be referred to in the 
present lecture ; so it is proposed to exclude all matters 
arising out of either the birth or the demise of a company, 
and to confine attention to some matters incidental to 
its ordinary “ life.”’ 


I.—TuE BooK-KEEPING AND ACCOUNTS OF THE 
CoMPANY. 

It is surprising to remember that prior to the Act of 
1929 there were no statutory provisions in regard to 
the books of account to be kept by a company; by 
sect. 122 of that Act it is provided :— 

**(1) Every company shall cause to be kept proper 

books of account with respect to— 

(a) all sums of money received and expended by 
the company and the matters in respect of 
which the receipt and expenditure takes place ; 

(6) all sales and purchases of goods by the 
company ; 

(c) the assets and liabilities of the company.” 


This section, however, in no way defines the expression 
‘** proper books,’’ but the same expression is used in 
another part of the Act and is there defined. Sect. 274 (1) 
provides certain penalties in the event of the liquidation 
of a company which has not kept “ proper books,”’ and 
proceeds :— 

**(2) For the purposes of this section, proper books 
of account shall be deemed not to have been kept in 
the case of any company if there have not been kept 
such books or accounts as are necessary to exhibit or 
explain the transactions and financial position of the 
trade or business of the company, including books 
containing entries from day to day in sufficient detail 
of all cash received and cash paid, and, where the 
trade or business has involved dealings in goods, 
statements of the annual stocktakings and (except in 
the case of goods sold by way of ordinary retail 
trade) of all goods sold and purchased, showing the 
goods and the buyers and sellers thereof in sufficient 
detail to enable those goods and those buyers and 
sellers to be identified.” 


Taking these provisions together, therefore, it is clear 
that accounts of cash, of purchases, and of sales must 
be kept and written up from day to day ; that accounts 
of assets and liabilities, including the personal accounts 
of debtors and creditors must be kept in sufficient detail 
to allow the passage of the goods from creditors and to 
debtors to be followed (except in the case of retail traders, 
whose sales may be represented by entries in the cash 
book) and, further, that there must be an annual stock- 
taking of which records must be retained, in all such cases. 

Passing from day to day book-keeping, it is provided 
that once at least in every calendar year the directors 
shall account to their principals—the members—and that 
such accounting shall take the form of the preparation 


and presentation of a profit and loss account and a balance 
sheet. A good deal of instruction is given in sects. 124, 
125 and 126 of the Act as to matters which shall be set 
out in the balance sheet ; and in addition certain indi- 
vidual matters are referred to in other sections (e.g., 
sects. 44, 45 (2), 46 (2), 47 (3), 75 (8), and 128) which 
should be carefully studied. Rather strangely, however, 
the Legislature seems to have regarded the profit and 
loss account as unimportant. It provides no definition 
of such an account and no statement as to the information 
which it should supply. So unimportant indeed was the 
profit and loss account thought that when the Act pro- 
vides, at sect. 130 (1), that in the case of a public company 
** a copy of every balance sheet, including every document 
required by law to be annexed thereto,” shall be sent to 
all persons entitled to receive notices of general meetings, 
the opinion of counsel is that the profit and loss account 
is not even one of the documents required by law to be 
annexed to the balance sheet, and therefore that Parlia- 
ment has not imposed any obligation to circulate it at 
all. Probably commercial men will feel that for most 
practical purposes the profit and loss account is much 
the more important document of the two. 

It is submitted, however, that to comply with the 
Act it must be an account of profits and losses, and that a 
mere statement of a balance said to result from the 
company’s operations, with, on the other side, a 
statement of its appropriation, is not a profit and loss 
account at all. It may be that the Courts will provide 
at least a definition by negation in due course. 


PROBLEMS IN COMPANY ACCOUNTS. 
The chief difficulties of current accounting arise in 
connection with :— 
(a) The creation and use of undisclosed reserves ; and 
(b) The statement of the accounts of group working. 
(a) Treatment of Reserves. 


No substantial difficulty arises in relation to specific 
provisions for actual or anticipated liabilities. The 
difficulty under consideration is in regard to what are 
known as “free” reserves—profits retained from 
distribution and not disclosed in the accounts presented 
to shareholders as being available for distribution, 
although they are in fact so available. 

Reserves of this nature can only be created by the 
under-statement of profits together with the over- 
statement of liabilities or the under-statement of assets 
(e.g., stocks or book debts), to that extent the account 
presented to shareholders in the year in which the 
** reserve ’’ is created will not be a true statement and 
will make the position of the company appear to be 
worse than it really is. The legal justification for this 
practice is to be found in the well known judgment of 
Mr. Justice Buckley in the case of Newton v. Birmingham 
Small Arms Company as long ago as 1906. He said that 

**the purpose of a balance sheet is primarily to show 
that the financial position of the company is at least 
as good as there stated, not to show that it is not or 
may not be better.” 


Very few single judgments have had larger structures 
built upon them than this has had, or have had such 
important results, for it opened an avenue along which 
the management might drive the proverbial ‘ coach and 
four”’ through the requirement that account should be 
made by agents to principals. 

The statement of the legal position by Mr. Justice 
Buckley in that case has never been overruled, nor has it 
been varied by any subsequent statute—presumably it 
would still be open to a higher Court to hold otherwise. 
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and in that case the contrary would always have been 
the law. 


Sect. 123 (2) requires the directors to report to the 
members as to the state of the company’s affairs and as 
to any amount which they propose to carry to any 
reserve fund or account shown specifically on the balance 
sheet; by implication they are relieved from any 
necessity to report on an undisclosed reserve. 

It is obvious that any such privately created reserve 
will be available to the management—who alone are 
aware of its existence—for use in any subsequent year 
in which they desire to bring it back into revenue and so 
**improve ” the apparent result ; indeed the possibility 
of such user is the only reason for retaining it as a secret 
reserve. 

The accounts presented are those of the directors : they 
are entitled to determine how much detail shall be given 
to the shareholders; the auditor cannot insist upon 
more than Parliament has done, but it must always be 
in mind that the auditor has to report, by sect. 134 (1), 
whether he has obtained all the information he has 
required and whether, in his opinion, ‘“ the balarice 
sheet . . . is properly drawn up so as to exhibit a_true 
and correct view of the state of the company’s affairs.” 
It is possible that a reserve may be of such an amount 
or its use of such a nature that the account may not 
carry a true view to an ordinary mind. Everyone is 


_ presumed to know the law, and if it should be discovered 


by the House of Lords to-morrow that the meaning of 
that law is different from what has universally been under- 
stood hitherto it will still be presumed that everyone has 
always had the knowledge involved in that discovery, but 
there is no similar presumption as to the understanding of 
the technical terms used by accountants for qualifications 
in financial statements and reports, nor does an expert’s 
understanding represent the “view” the accounts 
present. Accounts must be interpreted according to 
what would be understood from them by a person of 
normal] intelligence, an average person, such as the 
members of a jury are supposed to be. Whether in a 
particular case the accounts present a ‘“‘ true and correct 
view ” of the state of the company’s affairs will depend 
upon the impression which would be produced by those 
accounts upon the mind of an average man, not upon 
the mind of an expert accountant. 

An Act of Parliament is in its nature the attainment 
of the average man (or company) turned into a rule for 
all—legislation can never be far ahead of the average 
man on any point—and it is not to be regarded as a 
statement of the best current practice. As a rule for 
guidance in practice it is impossible to improve upon the 
recommendation of the Committee appointed by the 
Society, which reported in April, 1932 :— 

** (a) That the Profit and Loss Account should show the 
true balance of profit or loss for the period covered 
by such account, and 

“*(b) That any debits or credits to the Profit and Loss 
Account which are abnormal in character or 
extraneous in their nature to the ordinary trans- 
actions of the Company, together with any 
material reserves from a previous period no longer 
required, should be stated separately.” 


(6) Group Working Accounts. 

The outstanding feature of current company practice is 
the development of working through groups and associated 
companies, and it is very easily realised how consider- 
able are the complications and difficulties of statement 
involved when the business to be considered is conducted 
by a holding company through subsidiaries (which may 


be either wholly, or only partly, owned) such subsidiaries 
being, of course, complete legal entities in themselves. 


Suppose a company conducts a business having numer- 
ous departments—as, for example, a department store. 
When preparing the annual accounts of the company the 
final result of the working of each separate department 
would properly be combined into a statement of the 
working of the whole, and one balance sheet would con- 
tain a complete statement ofthe ‘assets and liabilities, 
duly aggregated class by class, so that a true picture 
would be given of the use made by the management of the 
capital supplied by the shareholders. 


But suppose the various departments are, for conveni- 
ence of finance and management, incorporated as separate 
companies, all the shares being held by the principal 
company, precisely as all the departments were formerly 
owned by it; it will be realised at once that, notwith- 
standing the similarity, there is a definite difference in 
the status and in the position (arising from the fact of 
incorporation) which must be indicated in the financial 
statements of the business. The assets of the ‘“ depart- 
ments ” have ceased to be directly the property of the 
principal company, and whereas past givers of credit 
to either of the departments had recourse for the payment 
of the amounts due to them to the whole of the assets of 
the entire business (subject to such charges as debentures), 
future givers of credit may only have recourse to the assets 
of the particular company to which they give credit, and 
the main assets may possibly be out of their reach. 


Consequently, the assets transferred to the ‘* depart- 
ment-company ”’ are rightly excluded from the balance 
sheet of the principal company, and the liabilities in 
respect of debts incurred by the separate new companies 
are alsoexcluded. The “ asset ’ of the principal company 
will, of course, be the shares it owns in the new companies. 


But now, the shareholders in the principal company 
on examining the financial statements submitted to them 
will find on one side of the balance sheet the statement 
of their own capital paid up and possibly outside creditors 
—such as bank loans, debenture loans, &c.—and on 
the other side in place of the long list of fixed and floating 
assets to which they have become accustomed, a simple 
item “‘ Investments £.. .” and this, of course, will tell 
them exactly nothing of importance ; on examining the 
Profit and Loss Account they may perhaps find on the 
credit side that certain dividends have been brought to 
credit as received from subsidiary companies, and this 
also without further information will be practically 
valueless. 


The first reaction to the realisation of this difficulty 
was to supply with the balance sheet of the principal 
company the legal balance sheets of the separate sub- 
sidiary companies, and it is possible that this is still the 
best and most complete method of accounting to share- 
holders; it has the advantage of supplying precise 
information as to the claims of creditors, whether on 
trading or on loan accounts and as to the specific assets 
to which each such creditor has recourse. In order, 
however, to make this method of real value, full informa- 
tion must be available ; as to inter-company transactions 
as to the price paid for the interests in subsidiary com- 
panies ; and the bases of valuation of fixed assets in the 
several companies. And then, probably, the shareholder 
will need an accountant’s assistance to enable him to 
understand the inter-relations of the figures supplied 
to him. 


LEGAL PROVISIONS. 
The 1929 Act incorporates the first attempt to ensure 
that the shareholder shall have any information given 
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to him in regard to the use of his money in subsidiary 
companies. It provides :— 

By sect. 127: That a company shall be a “‘ subsidiary ” 
within the meaning of the Act if another company (called 
the “ holding ’’ company) 

(a) Holds more than 50 per cent. of its issued capital, or 

(b) Is entitled to more than 50 per cent. of the voting 

power, or 

(c) has the power, directly or indirectly, to appoint the 

majority of its directors. 

(Note that a company may therefore be “ subsidiary ” 
to more than one company at the same time.) 


By sect. 125: That where the assets of a holding 
company consist of shares in a subsidiary, or debts due 
to it by a subsidiary, the aggregate amount of such shares 
or debts shall be stated in the holding company’s balance 
sheet—distinguishing shares and indebtedness. 

By sect. 126: That where a company holds shares in 
a subsidiary company there shall be annexed to the balance 
sheet of the holding company a statement stating how the 
profits and losses of the subsidiary company (or companies) 
have, so far as they concern the holding company, been 
dealt with in its accounts, and particularly how, and to 
what extent, provision has been made for the losses of 
a subsidiary company. 

But sect. 126 is limited by the clause following: “‘ Pro- 
vided that it shall not be necessary to specify in any such 
statement the actual amount of the profits or losses of any 
subsidiary company.” 

By sect. 126 (2): That if the auditors to the sub- 
sidiary company have qualified their report to the mem- 
bers, such qualification shall be included in the statement 
annexed as aforesaid. 

The effect of the foregoing provisions is that the holding 
company must show separately in its balance sheet its hold- 
ing in the subsidiary and the amount of the subsidiary’s 
debt to it, but that if there are more subsidiaries than one 
all the shareholdings in such subsidiaries may be lumped 
together and shown in one sum, and similarly all debts 
may be lumped; and, provided they are so shown 
separately, it need not even be stated that they are sub- 
sidiaries. Further, it must be stated how the profits and 
losses of subsidiaries have been dealt with, but the amounts 
of profits or losses need not be stated. It is probably a 
sufficient compliance in appropriate cases to say ‘“‘ the 
profits of subsidiaries have been brought to account 
to the extent of dividends declared.” 


The result of these limitations is that the statement 
required by the Act is—or may be—so vague as to be of 
little or no practical value. 


CURRENT PRACTICE. 

But practice has gone much farther than legislation, 
and the preparation of consolidated statements, which 
was already common in the United States, was introduced 
into this country by Sir Josiah Stamp, in the days when 
he was a company secretary. There is, however, this 
difference: in the U.S.A. the consolidated statement seems 
to be used in substitution for what are known in this 
country as “ legal balance sheets ’—that is, the attempt 
is made to write back the accounts of the subsidiary into 
the books and accounts of the holding company and so 
to get round the change in the position caused by separate 
incorporations. In this country at any rate this would 
not be a compliance with the law, and it must be clearly 
carried in mind that the consolidated statements when 
prepared are in the nature of statistical information 
additional to the legal balance sheets of the separate 
companies. 


The method is best understood by considering a simple 
case, in which there are, say, two or three subsidiaries 
only, and they are wholly owned by the principal com- 
pany. Begin by tabulating all the balance sheets ; head 
one column with the name of the holding company, and 
others with the names of the several subsidiaries ; put 
down the side of the sheet the names of the various assets 
and liabilities in the balance sheets. ‘ Capital’ in the 
subsidiaries’ balance sheets will be eliminated against 
** Investments in Subsidiaries ’’ in the holding company’s 
balance sheet. If the shares were subscribed for at par, 
and have not been written down, these items will cancel 
out. Ifthe shares were not purchased at par the valuation 
to be set upon the assets of the subsidiary will be to that 
extent different from the value stated in the books of the 
subsidiary, and adjustment will have to be made to the 
values stated in the “ notional” balance sheet on which 
the purchase of shares took place ; the remainder of the 
assets and liabilities will be tabulated class by class off- 
setting items where possible. When this has been done, 
a simple cross addition will give the aggregated totals 
of each class of asset and liability, being the figures for 
the consolidated balance sheet. 

This is clearly appropriate in cases where the subsidiary 
is wholly owned, but its application becomes difficult 
when there is a minority holding, and questions arise as 
to the extent of holding which justifies consolidation and 
as to the proper method of treating the minority interest. 
A subsidiary becomes a subsidiary legally immediately 
the holding reaches 51 per cent., and control, even when 
there is a smaller holding, may suffice, but control is not 
complete for all purposes unless the interest reaches about 
75 per cent., probably there would be general agreement 
that consolidation of accounts should not take place on a 
lesser holding than 75 per cent. Either of two methods 
may be adopted for the inclusion of a majority holding in a 
consolidated balance sheet. 


(1) That part of the assets and liabilities proportionate 
to the interest of the holding company in the 
capital may be taken for aggregation ; or 

(2) The whole may be brought into consolidation, a 
figure being placed among the liabilities therein as 
representing the value of the minority interest. 


There are many difficult questions in relation to valua- 
tions, especially where shares have been purchased at 
prices other than par—whether greater or less ; in relation 
to fixed interest bearing capital held outside the combine, 
and its position when accumulated losses threaten the 
capital; in regard to these reference should be made to 
the various books issued on the subject of “‘ Holding 
Companies.” 

Separate considerations arise in regard to the statement 
of revenue accounts in relation to group working; the 
intention of this account is to set forth as accurately and 
completely as possible the result of the working for the 
period. For this purpose alternative methods have been 
suggested :— 

(1) A consolidated revenue statement may be prepared 
on the same lines as the consolidated balance sheet 
—leaving entirely on one side the question of the 
amount and date of the several dividend declara- 
tions. Or, on the other hand, 

(2) A dividend basis may be adopted. 

The practice of the declaration of the whole of the 
profits earned as dividend has been very strongly recom- 
mended, and where this is done the declaration by the 
subsidiary may follow very closely upon the termination 
of the year of account and be brought into the account of 
the holding company for the period in which the profits 
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are in fact earned, this makes for convenience in con- 
solidating results. But this course should certainly not 
be adopted where there exists even a small minority 
holding in the subsidiary, and then 

(1) To take this course is to ignore the existence of 
the separate legal entities, and the possibility (even if 
thought remote) that they may not always be working in 
association. There is a great deal to be said for the build- 
ing up of some amount of free reserve in each company ; 
in these cases in theory the reserves are being built up in 
the holding company, but I imagine certain considerations 
in the region of psychology will come into play, and it 
will be much more likely that average directorates will 
withhold from distribution a number of relatively small 
amounts in the several companies than that they will 
hold the equivalent in one large sum in the holding 
company’s accounts—especially that they will retain it in 
lean times. Further, the directorate of each company 
has a duty to that company as a separate legal entity 
which is not satisfied by believing that somebody else 
in another company is performing that duty. 

(2) Profits may be made in a subsidiary, but if its 
business is expanding, the profits may not be available 
in cash for use in payment of dividend without depletion 
of working capital. Payment away of the full profits may 
often mean that the holding company receives a dividend, 
and lends the subsidiary the money with which to pay it— 
this will give rise to fixed loans used to pay dividends, an 
undesirable mode of procedure. Where this practice is 
adopted it is usual to treat dividends through current 
account ; it seems to me, however, to be preferable from 
all points of view that dividends should be actually paid 
and for cheques to pass between the companies. 

(3) Where the profit and loss balance was in credit at 
the date of purchase of the shares, or there were accrued 
profits, the position will need close watching for these 
profits will be “available”’ for dividend in the sub- 
sidiary, but for the holding company they will be in the 
nature of capital. Probably in such a case it should be 
arranged that in one or other of the companies such profits 
should be transferred to reserve in such a form as to ear- 
mark them for capital purposes. The converse is also 
true if there was a debit balance on profit and loss account 
and this was taken into account in fixing the price of the 
shares, such loss need not be provided in the revenue 
account of the holding company because it will be duly 
provided in its capital accounts. 

(4) It will obviously be necessary to take care that the 
profits in a subsidiary are not treated as “ available ” in 
the holding company until they have been declared by the 
subsidiary. And, further, that if all profits are brought 
into the holding company as made, losses must also be 
provided as sustained. 

(5) Special considerations in relation to exchange will 
arise if any subsidiary should be foreign. Even profits 
clearly available in cash may not be capable of immediate 
transfer to a holding company abroad—and if transferable, 
the sterling value may fluctuate before transfer can be 
completed. It is suggested that whatever rule may be 
adopted in relation to English subsidiaries it will never 
be desirable to deal with foreign profits until they are 
actually to hand. 

PracticaL Pornts. 

The following practical matters should receive close 
attention by all who are working upon accounts in cases 
where consolidation takes place :— 

If you are working on the accounts of a subsidiary 
company :— 

(1) Keep the impending consolidation in mind all 

through your work, see that working papers include 


schedules giving full and careful analyses of all 
items in respect of which the consolidator will 
require information to complete his work ; such 
schedules should be numbered, and the numbers 
inserted on the face of your draft accounts so as to 
make reference easy—any unusual items should be 
shown up clearly. It will be very annoying at the 
crucial moment to find the detail-incomplete ; the 
consolidator may be lacking in insight—so be kind 
to him. 

(2) Contra accounts between members of the group 
will of course be offset and disappear in the con- 
solidation, so you must see that they agree ; do not 
be content with preparing a reconciliation state- 
ment and putting it with the working papers. The 
consolidator will have to deal with each item in that 
reconciliation statement somehow—get in touch 
with your opposite number in the associated com- 
pany, and clear the items up. It may reduce 
audit cost as expressed in temper as well as money, 
and temper is an audit cost very expensive in 
money values. 

(3) Consider the purchases and sales between the com- 
panies in the group. Any unsold goods in your 
company’s stock which were received from an 
associate, and in regard to which the associate 
may have taken some profit to credit must be 
advised to the selling company in order that the 
credit for profit may be held in suspense until the 
profit is realised. The man who is dealing with the 
accounts of the selling company cannot know this 
till you tell him. 


If it should happen that you are making the consolida- 
tion (or that you meet with an examiner consumed. with 
curiosity about such matters) :— 

(1) Give attention to each of the points mentioned in 
the foregoing comments, don’t assume that it has 
already been done, but also 

(2) See that the valuations of the fixed assets are on 
the same bases throughout the group of companies 
with which you are dealing. 

(3) See that the overhead expenses of the holding com- 
pany have been allocated upon an equitable basis 
as between member-companies. 

(4) If interest has been charged between members of 
the group, see that the paying company or com- 
panies have earned enough profit to cover it ; if not, 
suspend it. 

(5) Consider carefully the valuations in the purchase 
price of shares in relation to minority interest and 
its treatment in the consolidation—particularly if 
the shares were bought below par and further losses 
have been made. 

(6) Consider the position of creditors who may have 
claims against specific assets in particular com- 
panies, and any minority holdings which may carry 
special rights in a winding-up. 

II.—Tue TRANSFER OF SHARES IN THE COMPANY. 

Among the most important practical matters in public 
company work are the records relating to the share capital 
in the company, its ownership and its transfer, and there 
is a growing practice of calling upon the auditors to 
conduct an audit of the share transfers in the case of the 
larger public companies. 

The statute law in relation to the transfer of shares is 
simple and confined within a narrow compass, but there 
has been a good deal of case law, and many rules arise out of 
the various decisions. The provisions in the Act are :— 
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** 62 (1) The shares or other interest of any member in a 
company shall be personal estate, transferable 
in manner provided by the Articles of the 
company.” 

This leaves it to the company to make regulations as to 
the mode of procedure, whether transfer shall be under 
hand or under seal. The right of the member to transfer 
the share may be subject to limitation and if it is a private 
company must be so subject. 


“63. Notwithstanding anything in the Articles of a 
company, it shall not be lawful for the company 
to register a transfer of shares in or debentures of 
the company unless a proper instrument of 
transfer has been delivered to the company.” 


This clause was inserted in order to bring to an end the 
practice of making verbal transfers of shares and so avoid- 
ing stamp duty. With a special exception in the case of 
transmission it is now illegal to register any alteration of 
ownership without a properly executed instrument. 

** 64. A transfer of the share or other interest of a de- 
ceased member of a company made by his per- 
sonal representative shall, although the personal 
representative is not himself a member of the 
company, be as valid as if he had been such a 
member at the time of the execution of the 
transfer.” 

And it is provided by section : 

** 65. On the application of the transferor of any share 
or interest in a company, the company shall enter 
in its register of members the name of the trans- 
feree in the same manner and subject to the same 
conditions as if the application for the entry were 
made by the transferee.” 

It is difficult to see how section 65 can be of any practical 
effect because the “proper instrument” required by 
section 63 will naturally be in the hands of the transferee, 
and without this it is impossible for the company to 
recognise the application by the transferor and take any 
action thereupon. 

The transfer of shares carries with it both rights and 
obligations as from the date of the registration of the 
change of ownership—not from the date of the deed—if a 
dividend has been declared before that registration but 
is paid subsequently it will go to the old owner ; if on the 
other hand it is declared after that date, even though it be 
expressed as being paid out of profits made before it, tne 
dividend will go to the new owner. 

If the shares are not fully paid and calls have been made 
before registration of transfer but are still unpaid, the old 
owner will remain liable; whilst any call made after 
registration will be a liability of the new owner. 

The only limitation to the effectiveness and complete- 
ness of this transfer of rights and obligations is that in the 
event of liquidation the old owner will be liable to be 
placed on the list of “‘ B ” contributories for a year—after 
registration and if the transferee should prove to be 
unable to pay calls made in the liquidation he will be called 
upon to do so in so far as such calls are necessary to pay 
debts incurred before the old owner ceased to be a member. 


Transfers of Shares in Private Companies. 

In practice you are likely first to come across transfers 
in a private company, and in that case the procedure is very 
simple indeed. A member of a company arranges to sell 
his shares, he executes an instrument of transfer and hands 
it with the relevant share certificate to the person to whom 
he is selling ; the purchaser also will execute the document, 
and, after having it properly stamped, will deliver it to the 
company, with the share certificate attached, in order that 


the change of ownership may be registered in the books 
of the company. 

The secretary, or other representative of the company, 
will examine the transfer and satisfy himself that it is in 
accordance with the regulations of the company, that the 
signature of the transferor is genuine (for which purpose 
he will perhaps compare it with the signature in his 
possession on the transfer deed by which the present 
transferor became owner of those shares), that the docu- 
ment is properly stamped, and that the transferor possesses 
the shares he purports to transfer. He should then give 
formal notice to the transferor of the lodgment of the 
instrument ; in private companies where the fact of the 
intention to transfer is known it may be that this pre- 
caution is often omitted, but it is well worth maintaining 
in all cases, and in public companies, with shares quoted 
and Exchange dealings, no exceptions should be allowed. 

Next, particulars of the transfer will be entered in the 
transfer register, and the instrument will be given a serial 
number for ready reference thereafter. 

As it is a private company the Articles will place restric- 
tions upon the right to transfer, and the next step will be 
for the directors to give consideration to the circumstances 
and, if thought fit, to resolve that the transfer be approved 
and the necessary new certificate prepared and sealed. 

When approval has been given the share register will be 
written up in accordance therewith. The real evidence 
of ownership is this record in the books of the company, 
the share certificate is in effect a guarantee that the 
formalities have been completed and the name of the 
purchaser entered in the books. 


Transfers of Shares in Public Companies. 

So far we have been considering a simple transfer where 
the buyer and the seller have directly agreed together in 
regard to the sale and purchase ; and in the case of a public 
company whose shares are bought and sold on the Stock 
Exchange the transaction is the same in principle, but the 
application of the principles is not quite so simple. In 
this case the broker making the sale may present to the 
buyer’s broker a document of transfer, duly executed by 
the seller, with the share certificate attached ; or if it 
should happen that a large holder is disposing of his holding 
piecemeal, the selling broker will present the certificate 
for the complete holding to the company and the company, 
by the hand of its secretary, will certify on the instrument 
of transfer that deposit has been made in respect of the 
shares enumerated in the transfer deed (as being a part of 
the whole). The certified transfer is then handed to the 
buying broker, and is good delivery under the rules of the 
Exchange. (The London Exchange and certain provin- 
cial Exchanges are now themselves certifying transfers of 
stocks and fully-paid shares.) 

In an active market this process may be extended to any 
extent as the chain between the original seller and the 
ultimate buyer lengthens. 

Immediately on the delivery of the certificate to the 
company for the certification of transfers it should be 
cancelled and an intimation of its deposit sent to the 
registered holder ; it is usual to note on the back of the 
share certificate particulars of the transfers certified, so as 
to prevent any certification in excess of the deposit. 


Instruments of Transfer. ' 

The vital document in this transaction of transfer is the 
instrument itself. As has already been said its nature is 
governed by the regulations of the company itself. The 
signature must be witnessed (“‘ attested "’) and one party 
to a deed should not be accepted as witness to the signature 
of the other, nor should a wife be accepted as witness to 
the signature of her husband (or vice versa) because of the 
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rule of law that one party to a marriage cannot be com- 
pelled to give evidence against the other. 

In the case of a transfer executed outside the country 
the attestation should be by a Consul, a notary public, or 
some other person occupying a similar public position, 
but if this is not available it may be possible to obtain the 
guarantee of a bank or other responsible person that the 
signature is genuine. 

The transfer must be stamped in accordance with the 
Stamp Act of 1891, which provides that any person whose 
duty it is to enrol any instrument chargeable with stamp 
duty incurs penalties if he accepts such a document 
unstamped or insufficiently stamped. The duty is based 
upon the consideration passing which would normally be 
about market value ; in any case of doubt the adjudication 
of the Inland Revenue Authorities should be sought. 

In dealing with transfers there are a number of special 
matters to which consideration must be given. The follow- 
ing may be mentioned :— 

Shares may be transferred to and held by :—. 

(1) Corporate bodies. In this case it will be necessary 
to call for a copy of the Memorandum and Articles of 
Association of that company in order to see that it is 
entitled to hold the particular type of shares, and also to 
see that its regulations in regard to sealing and the 
authentication thereof have been duly carried out. 
Section 29 of the Act provides that in a case in which a 

natural person would have been required to seal a transfer 
a company must also do so, but that if such natural 
person could have completed the transfer by simple 
‘signature a company may so act by any duly authorised 
person. 

(2) Partnership firms. There is apparently no legal 
prohibition of registration in the firm name, but transfer 
should only be accepted into the names of the partners 
personally. A transfer of shares outward by a firm 
is not accepted as “‘ good delivery ” on the Exchange. 

(3) Joint owners. In this case each person must 
join in the execution of the transfer deed——one is not 
sufficient.: On the death of one the survivor or survivors 
become sole or joint holders and entitled to deal with 
the shares as far as the company is concerned—not 
necessarily, of course, as between such survivor and 
the representatives of the deceased joint holder. (Note, 
there are distinct provisions in Scots Law in relation 
to survivorship and joint holdings.) 

(4) Infants. There is no legal prohibition of share 
holding by an infant, but there may be such prohibition 
in the Articles. There are many difficulties in infant 
membership and it is improbable that an infant could 
compel a company to put his name on its register. If 
shares transferred to an infant are partly paid the 
acceptance by the company of the transfer may relieve 
the transferor of a liability in respect of future calls 
without giving the company anybody against whom it 
could take effective action in the event of calls being 
made. On attaining full age the infant may repudiate 
ownership and if some time has passed since the trans- 
fer the company may very well find itself in difficulty 
in determining who is the real owner of its shares— 
the transferor may not then be traceable. An infant, 
once in possession of the shares, cannot effectively 

transfer them outward, and if in ignorance of his age 
the company allowed him to do so it might find itself 
liable for damages on a claim instituted by him on 
attaining full age. Some forms of transfer include the 
words after the transferee’s name “ being of full age.” 
The Registration of Trusts. 
Section 101 of the Act provides : 

** No notice of any trust, expressed, implied, or con- 

structive, shall be entered on the register, or be receiv- 


able by the registrar, in the case of companies registered 
in England.” 

The purpose of this provision was the protection of the 
company from being placed in the position of a trustee 
for someone claiming a trust and so having to choose 
between possible claimants to interests in its shares ; 
but it is not so simple and straightforward as it looks. 

It will sometimes happen that notice of a charge on 
certain shares is served upon the company by a bank or a 
lender claiming equitable rights in the shares. When such 
a notice is received the company may do one of two things : 
it may either ignore the notice, or it may write formally 
repudiating it in accordance with the terms of the Act ; 
but if it take the latter course it cannot afterwards deny 
knowledge thereof, and if it take the former it will probably 
find that the notice was served by registered post or in 
some way which will enable the lender to prove that the 
company did in fact receive the notice. 

Suppose the Articles, as frequently happens, give the 
company a first and paramount lien upon the shares of 
members for any debt due by them to the company, and 
provide further that the company shall be entitled to 
treat the registered holder as absolute owner. Let us 
suppose that some years elapse and then the member 
becomes indebted to the company on some matter arising 
out of the ordinary trading activities of the company. 
The company will now find that if it has allowed the debt 
to be incurred after notice of the charge which it was 
prohibited from entering upon its register, but of which it 
had notice, it will not be allowed to get in front of the 
lender in question by any reliance on the lien given to it 
by the Articles. 

The true position seems to be that the company fills 
two functions : 

(1) It is the keeper of a register—in this capacity it 

cannot enter any charge upon that register. 

(2) It is also a trader, and in this capacity it cannot 
deny notice of the charge, if its receipt by the 
company can be proved. 

In consequence of this dual position whilst the company 
must make no formal record of the trust on its register 
it ought for its own protection to maintain an informal 
record of any such trusts as are brought to its notice. 

III.—Avupir EXAMINATION OF SHARE RECcORDs. 
(a) In the Course of the Ordinary Annual Audit. 

A well known text book says that “ strictly speaking 
there is nothing to audit, they are statistical only.” But 
this seems rather like saying that if you have Total 
Accounts available there is nothing in the Debtors’ Ledger 
calling for audit consideration. 

It is true that the auditor is not examining the position 
as between individual shareholders; it is immaterial to 
him whether a particular share is held by X, Y, or Z; 
but he is examining the position of the company in relation 
to the world in general, and he is going to say that the 
balance sheet gives a true and correct view of the position 
of the company. In order to do this he must be sure 
that its liabilities to its members for capital supplied have 
been correctly stated, and if there are liabilities to persons 
who have been led by a certificate under the company’s 
seal to believe they are members, although they are not, 
then presumably if this liability of the company could 
have been ascertained by ordinary skill and diligence 
when applied to the statistical records of the company the 
auditor who has not made any consideration of those 
records, and so does not discover that liability, would find 
his defence somewhat difficult. 

As a matter of practice, apart from theory, it is probably 
the universal custom to make some examinatica of the 
statistical records in the course of each annual audit. 

The auditor will in any event need to satisfy himself 
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that any transfer fees received by the company have been 
brought to credit. 

The basis of the annual work will be an examination of 
the share ledger (or register) and of the certificates 
issued, during the period, under the authority of the 
company. 

The auditor will therefore : 

(1) Examine in detail any issue of capital during the 
period, and satisfy himself that it has been cor- 
rectly dealt with and recorded and that the cash 
has been received by the company. 

Examine the balances standing on the share 
ledger at the end of the period, and agree them with 
the total issued capital of the company. 

Examine the transfer deeds dealt with by the 
company during the period, using them as vouchers 
for the share ledger entries, including in the work 
the vouching of transfer fees. Examine the minute 
book record of approval of transfer (short-circuiting 
the transfer register and any intermediate records). 
Examine the share certificate book and see that 
the new certificates issued agree with the register 
and that the appropriate old certificates are avail- 
able and cancelled ; that no certificates have been 
improperly issued and no “ blanks” are missing. 
If by inadvertence certificates have been issued 
covering a number of shares in excess of the proper 
number, and the shares have been parted with to 
a third party without knowledge of the error, it 
may be that the company would be liable to 
indemnify him. 

(b) Transfer Audits. 

This special class of audit examination is becoming 
common in the case of the larger public companies whose 
shares are subject to frequent dealings on the Stock 
Exchange. Its purpose is the protection of the company 
and its directors from error or fraud. 

From the audit point of view the matter is really very 
simple ; all the facts are on the face of one document, and 
the auditor is not in the position of having to obtain 
information or explanations from anyone ; but the most 
careful attention must be given to that document and it 
is necessary that the auditor should have a good under- 
standing of the principles of share transfer, and some 
knowledge of Stock Exchange practice, whilst the capacity 
to identify and distinguish hand-writing is very useful. 

As in many other cases it is helpful to begin by drafting 
your report and so getting your mind clear as to what work 
is really necessary. A satisfactory report will state : 


(1) The number and serial numbers of the transfers 
examined, showing that the numbers run on con- 
secutively, from the previous report, and stating 
that in the auditor’s opinion these transfers are in 
order for approval. 

The number and numbers of the surrendered 
share certificates examined in support of the 
transfer deeds referred to above, and stating that 
these are duly cancelled. The number and numbers 
of the new share certificates examined and marked 
for identification, with the statement that in the 
auditor’s opinion these certificates may properly 
be completed by the board. 

The numbers of the transfers in respect of which 
the postings to the share register have been 
examined and that in the auditor’s opinion the 
register has been properly written up. The num- 
bers given under this head will naturally agree 
with the number approved following upon the 
previous report. 

The auditor will probably report separately, in similar 


(2) 


(3) 


(4) 


(2) 


(3) 


form, in regard to each class of shares or debentures 

examined. 

It will be clear at once that an examination of this kind 
cannot be conducted annually, when the financial books 
are under examination. The new certificates must be 
prepared within two months of the lodgment of the 
transfer, or, if quoted on the Exchange, within one month. 
The directors will therefore be dealing with them at 
intervals of less than one month, and it is usual to carry 
out the examination immediately before the meeting 
of the board or the transfer committee. 

As each deed of transfer is received by the company, its 
receipt should be recorded, and it should be given a serial 
number. In the share register a column should be provided 
in which the serial number of the transfer can be recorded, 
and when the transfer has been fully dealt with it should 
be filed away in the order of its serial number—it will then 
be easy subsequently to refer from the register directly 
to the relevant transfer. As share certificates come to the 
company’s hand they should be cancelled immediately, 
and, when finished with, there is no better method of 
filing them than to paste them to the counterfoil from 
which they were originally taken ; they are then effect- 
ively filed in the order of the serial number of the cer- 
tificates, and if that number is also inserted in the register 
any necessary reference to the cancelled certificate can 
be made with a minimum of difficulty. 

The audit programme will be somewhat as follows :— 

(1) Examine the transfer deeds, see that the serial 

numbers are in order and that they run on from 

the last batch examined. Check the number of 
shares transferred and the distinctive numbers 
of the shares, with the register. 

Call for the transfer deed executed when the 
shares were transferred to the present transferer 
and compare the signature then with the present 
signature. (If an original shareholder see the 
application letter.) 

Consider the transfer in the light of the company’s 
regulations in that regard, scrutinise attestation, 
stamp duty, and give attention to such points as 
those mentioned earlier in this lecture as to capacity, 
&e. 

Confirm that notice of lodgment has been 
despatched to the transferor. This is not a com- 
plete protection because the position of the trans- 
feror is not damaged if he ignores the notice, but 
the average shareholder would certainly reply if 
he had not authorised the transfer. 

(2) Examine the surrendered certificates; if the 
certificate has been issued during the currency of 
the auditor’s appointment he will see his own mark 
thereon. 

Check the number of shares covered by the 
certificate and the distinctive numbers, with those 
named on the transfer deed. Nothing but the 
certificate should be accepted. For example if a 
balance ticket has been issued the certificate 
itself will be in the company’s possession and 
should be seen. See that the certificate has been 
cancelled. 

(3) Examine the new certificates which have been 
prepared for completion. Check generally the 
spelling of the names and the accuracy of descrip- 
tions. 

Check precisely the number of the shares certified 
and the distinctive numbers set out. 

Where the market is active the shares dealt 
with in any transfer may consist of many small 
batches of numbers and great care must be 
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taken that the numbers are correctly stated in 
all places where they appear. It is easy to slip in 
this regard and very difficult to get right again. 

See that the certificate is not made out in such 
a way as to facilitate alteration. 

If a new certificate is being issued for the balance 
of a holding it will, of course, be examined in the 
same way as a certificate to a new proprietor. 

(4) Examine the minutes relating to the passing of 
the transfers previously examined and agree the 
minutes with the last share transfer audit report. 

Check postings to the share register in relation 
to the last batch examined, checking directly from 
the instruments of transfer to the register—short- 
circuiting intermediate records. 

If the transfers are numerous it will probably 
be found worth while to have the transfers arranged 
in the alphabetical order of the transferors’ names 
and to check this side throughout ; then to have 
them re-arranged in the order of the transferees’ 
names and to check these to the share accounts. 

A new certificate is sometimes applied for to replace 
one lost. In such a case a declaration as to the circum- 
stances of the loss, properly made and attested, should be 
available, and it should include an undertaking to sur- 
render the lost certificate if found. Some companies 
require a statutory declaration, whilst others are content 
with a simple statement under hand. The company is 
entitled to an adequate indemnity. It should be seen 
that the board has authorised the issue of the duplicate 
and that the loss and replacement is clearly indicated 
in the register. 

The auditor will probably be well advised to keep his 
own record of all such replaced certificates, and he should 
take care that no certificate supposed to be lost is sub- 
sequently used for transfer purposes. 

THE PosITION IN REGARD TO FORGED TRANSFERS. 

Every precaution should be taken to ensure the 
genuineness of the transferor’s signature on which the 
company is invited to act, but the auditor is not a hand- 
writing expert and he does not guarantee the genuineness 
of the signatures on the transfers he accepts, nor is the 
company usually without recourse in the event of its 
being deceived in regard to sales on the Exchange. 

The position seems to be :— 

(a) A forged transfer is completely without effect, 
and if by presenting it a person procures that his 
name be placed upon the register of a company— 
even if he acts innocently—his name may be 
removed upon discovery and he may be called upon 
to repay any dividends received. 

(6) If a broker innocently puts forward a forged 
transfer deed he guarantees its genuineness to the 
company, and is liable to indemnify the company 
in the event of loss. 

(c) If on the faith of the supposed transfer deed the 
company issues a new certificate, and a purchaser 
or lender acting on the faith of the certificate under 
the company’s seal parts with moneys to the person 
to whom the certificate was issued, the company 
must restore the name of the true owner to the 
register, but, as the second transferee acted on a 
genuine certificate, the company must compensate 
him for his loss. As mentioned under (b), the com- 
pany will have recourse for an indemnity to the 
broker, it should therefore maintain a satisfactory 
record as to the source from which it receives all 
transfers on which it acts. 

The important case in regard to forged transfers is 

Mayor of Sheffield v. Barclays Bank Limited (1905). 
IV.—MINUTEsS. 
I will trouble you with but one other matter. 


Section 120 provides that every company must keep 
minutes of the proceedings of directors and members. 
Such notes when signed by the chairman of the next or a 
subsequent meeting are evidence until the contrary is 
proved. The Act gives no description of what kind of 
a record must be kept, probably the best practical state- 
ment of the requirement is that given in the Bankruptcy 
Rules in relation to the Record Book: ~ 

it “‘ shall record all minutes of proceedings had and 
resolutions passed at any meeting . . . and all such 
matters as may be necessary to give a correct view 
of the administration. . . .” 

It is suggested that an endeavour should be made tu 
make the minutes a really connected record of the com- 
pany’s affairs, rather than a mere record of a series of 
unrelated decisions. It should include particulars of all 
such matters as are necessary to give a correct view of the 
administration of the business of the company by its 
management, in sufficient detail to be intelligible. A 
new director perusing the minute book ought to be able 
to follow the actions and the reasons therefor of the board 
from the beginning of the company’s history. 


Discussion. 

Mr. N. J. RoBERTSON : There are three or four points 
which I should like to put to Mr. Back. The first of 
these is in connection with Secret Reserves. I think 
section 123 (sub-section 2) more or less contemplates 
that secret reserves shall be possible in a company. 
I wonder if Mr. Back agrees with me that the Act does 
contemplate that? My second point is this: I should 
like Mr. Back to tell me who is liable for unpaid calls 
on shares when transferred. Thirdly, I do not quite 
understand the remark that, in the case of a deceased 
joint holder of shares, an executor is not entitled to 
prevent a transfer of the shares; perhaps, if I have it 
correctly, Mr. Back will explain a little fuller. My fourth 
point is that surely in the profession to-day it is the 
practice to leave the scrutiny of the share transfers when 
doing an annual audit, unless special considerations are 
present. 

Mr. Back: As to the first question, section 123 (sub- 
section 2) does say that the directors shall report, and that 
they shall refer in the report to amounts transferred to a 
reserve account shown specifically on the face of the 
balance sheet. It, therefore, does say by implication 
that there may be reserves not shown on the balance sheet, 
i.e., secret reserves. Mr. Robertson is perfectly right 
that the Act does contemplate their existence. As regards 
unpaid calls on shares transferred, if the calls have been 
made before the transfer is registered, the old owner of 
the shares is liable to pay them. As to the third point, 
in regard to joint holders one of whom is deceased, I was 
dealing with it from the company’s point of view. If 
there are two holders and one of them dies, as far as the 
company is concerned the survivor is entitled to deal 
with the shares. It is perfectly true that the executor 
of the deceased shareholder may have certain claims, but 
the company would be entitled to deal with a transfer 
signed by the survivor on receipt of due evidence that the 
other party was dead. As to the share transfer examina- 
tion, I think very few people—probably nobody—would 
neglect altogether the examination of share transfers in 
an annual audit. The general practice of the profession 
is certainly to make some examination of the transfers. 

Mr. Keyworts : If circumstances arose similar to those 
in the Newton v. Birmingham Small Arms case, would a 
Court of First Instance be bound by the decision, or might 
it alter it? Supposing a company has a large holding of 
preference shares in another undertaking, constituting 
more than 50 per cent. of the capital, and those preference 
shares carry no voting rights, whereas another company 
has a large number of ordinary shares carrying more than 
50 per cent. of the voting rights, to which of the two 
holding companies would it be subsidiary ? 

Mr. Back: The answer is that a company may be the 
subsidiary of more companies than one, because one 
clause may apply in relation to one of the companies and 
another of the three clauses to a second company. As 
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ae the Newton v. Birmingham Small Arms case, I 
believe the higher Courts are not necessarily bound by the 
decision of the lower Courts. You would have to go a bit 
higher than the first Court to get any revision. 

Mr. W. G. Srracuan, A.S.A.A.: What would be 
the position of an auditor where the minutes had not 
been properly kept? In some cases the minutes are 
very condensed. For instance, one finds such entries as 
“Letter received and Secretary instructed accordingly,” 
conveying nothing to anybody. I should like to know 
the Lecturer’s view as to the legal position of an auditor 
in such cases. 

Mr. Back: That is a very difficult question. It does 
arise in certain cases. If the particular minute which is 
incompletely stated is material and relevant to the report 
the auditor is going to make, I think he ought to put a 
qualification in his report to the effect that the minutes 
have not recorded the decision. If it is an entry incor- 
porating a reference to a letter, then I think ipso facto the 
letter has become part of the minutes and he is entitled 
to regard the whole of the contents of the two as being 
the complete minute. But not being a lawyer I am not 
prepared to say what the position would be in the Courts. 
Of course, one would use all the influence one could to get 
the minutes written up properly. In the case of the 
adoption of accounts, it is a very usual practice for the 
auditor to take the trouble to dictate and hand over 
with the formal accounts of the company draft resolutions 
that he thinks ought to be adopted. In most cases, I 
imagine, in practice, the portion of the agenda which is so 
drafted would be treated with great respect and would be 
either passed as it stood, or passed with specific revisions 
and alterations. 

Mr. H. T. Sperrs: In the case of shares sold before the 
declaration of a dividend but where the transfer was not 
registered until after the declaration—the shares are 
transferred cum dividend—is there not a Stock Exchange 
rule which requires the receiver of the dividend to hand 
it over to the transferee ? My next point is in connection 
with infants. If the transfer deed is made to say “I 
being of full age,”’ is that sufficient protection ? Is there not 
something to the effect that it is no defence against an 
infant to say that he induced you to believe he was of full 
age ? My third point is: Can the Lecturer give me some 
idea of the general practice in the case of a holding com- 
pany’s subsidiaries as regards income tax? Are the 
subsidiaries treated as branches of the holding company 
for tax, or is it the practice to treat all of them as separate 
entities ? 

Mr. Back: As to the first question, I believe there is a 
rule of the Stock Exchange in relation to cum dividend 
shares somewhat to the effect Mr. Speirs suggests. It is 
no part of the Act, As to the question about the infant 
and the declaration that he was “of full age,” if the 
company discovered that he was not of full age I believe 
it would be necessary to go to the Court to get an order to 
rectify the register, and I think the Court would take that 
false statement as prima facie justification for altering the 
register. The shares would then be swung back to the 
man who sold them to the infant. As regards the next 
question, the subsidiaries are treated as separate entities 
for taxation purposes. In the United States, if the 
holding company has up to 95 per cent., I believe the 
authorities accept a consolidated statement and deal 
with the group as a whole, but in this country the sub- 
sidiaries are treated separately. 

Mr. J. BRowninc : I believe it is a fact that an auditor 
has merely to certify the balance sheet. Does that mean 
that he has no liability as to the accuracy of detail in 
the profit and loss account? Does he merely have to 
— himself with regard to the balance of profit and 

ss 

Mr. Back: That is, I think, substantially the position. 
The auditor cannot ignore the profit and loss account, 
but it is correct to say that it is the balance sheet 
he reports as giving a “true and correct view” and 
not the profit and loss account. If the Act were amended 
in the sense suggested by the Society’s Committee, that 
would no longer be the case. The Committee of the 
National Association of Chambers of Commerce. in their 


recommendations to the Board of Trade, suggested that 
the wording of the auditor's certificate in future should 
state whether, in his opinion, the balance sheet and 
profit and loss account referred to in the report are 
properly drawn up. You will see at once that if that 
did become a section in a new Act of Parliament, the 
auditor would become responsible for the profit and 
loss account as presented to the shareholders. 

A SrupENT: Regarding section 65, do you think it was 
intended to protect the transferor in the event of con- 
tributories being called upon to pay unpaid calls ? 

Mr. Back: Yes, I think that was probably its inten- 
tion. It may be that it was in the draft before the clause 
was inserted elsewhere about the necessity of the delivery 
of a proper instrument of transfer. 

The CuarrMan : In dealing with the audit of transfers, 
Mr. Back referred to the verification of the signatures of 
transferors. If there are a large number of transfers to 
pass and each signature has to be verified, it means a 
very long job. The risk is largely covered by sending out 
notices to the transferors. If, in addition, the auditor 
has to verify each signature by reference to the signature 
on another document it would often be impossible to 
get through the work in the time available, and sometimes 
it. would be found that the necessary records, which 
might be many years old, were either mislaid or destroyed. 
Mr. Back referred also to what view a jury might take of 
qualifications in an auditor’s report. In these matters 
the jury has the benefit of the Judge’s guidance, and a 
Judge is more likely than the average member of a jury 
to take a reasonable view of the situation. In a recent 
case that is familiar to us all the very question that I 
am raising came up—it was a question of the meaning 
of certain words in a certificate given by accountants 
on an audit—and evidence was taken of other accountants 
as to what was usually understood by those words. 
Now, that does not quite bear out the idea that you 
must take the view of the man in the street. Then as 
to consolidated balance sheets. There has been a good 
deal said about the merits and advantages of consolidated 
balance sheets, but I think their disadvantages are 
greater, because they may easily be misleading. Mr. 
Back has pointed out some of the points on which they 
can be misleading, and one could easily multiply them. 
With regard to secret reserves, it is not the creation of 
the reserve that is the most dangerous thing; it is the 
utilisation of it afterwards to bolster up a bad position. 

Mr. Back: It is very good of Mr. Strachan to supple- 
ment what I have said out of his very wide and long 
experience, and I much appreciate it. I am interested 
in his view as to the verification of signatures. Of course 
there may be a large number of transfers to examine. 
I should imagine it is the general practice—although it 
is somewhat troublesome—to verify the signature to the 
extent of seeing that the signature on the present transfer 
does appear to be similar to the signature of the same 
person on the original transfer. I am very interested 
to notice that Mr. Strachan takes another view of the 
matter. I think he is perfectly correct in what he has 
said about Judges and juries. The case of which we are 
all thinking was settled by a jury, and in that particular 
ease the Judge directed the jury that they were to give 
their minds to what was the actual meaning of the words 
as understood by an average person. 

Votes of thanks to the Lecturer and the Chairman 
terminated the proceedings. 


PERSONAL. 


Upon his retirement from the Civil Service, Mr. James 
Sanderson, F.S.A.A., who occupied the position of Inspec- 
tor of Audit in the National Insurance Audit Department, 
was entertained by a large gathering of the members of 
the staff of the Northern Division, and presented with a 
cut-glass Electric Lamp and a drawing-room Electric 
Fire. Since 1921 Mr. Sanderson had been in charge of the 
Northern Division, with headquarters in Manchester, 
previous to which he served in the London, Birmingham 
and Cardiff Divisions. 
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Reviews. 


Solicitors’ Accounts. By Sir Dennis Herbert, K.B.E., 
and P. H. Blackwell, F.C.A. London: Solicitors’ 
Law Stationery Society, Ltd., 22, Chancery Lane, 
W.C.2. (142 pp. Price 7s. 6d. net.) 

The adjustment of solicitors’ accounts in order to give 
effect to the provisions of the Solicitors Act, 1933, and 
the Solicitors’ Accounts Rules, 1935, form the subject 
of this publication. Examples are given of the form of 
accounts recommended with specimen entries, and the 
sections of the Act and the Rules are printed in large 
type, with notes in smaller type at the end of each section 
and rule. These notes indicate a minute study of the 
incidence of the Act and Rules and the difficulties which 
are likely to arise in their application. The accounts 
recommended take the form of separate Cash Books for 
office cash and clients’ moneys and also separate ledgers, 
(a) for moneys received and paid on behalf of the clients, 
and (b) disbursements and costs on clients’ accounts. 
In addition to this there is a Private Ledger for the 
solicitors’ own accounts kept in the usual form. The form 
of accounts which may be best suited for any particular 
practice will depend a good deal on the nature of the 
practice and it does not, therefore, follow that what is 
suitable in one case will be equally suitable in another. 
In any case, this book is well worthy of perusal and cannot 
fail to impart much useful information. 


Book-keeping for Solicitors. By J. O. Kettridge, 
F.S.A.A. London: Stevens & Sons, Ltd., 119 and 
120, Chancery Lane, W.C.2. (60 pp. Price 5s. net.) 

This is another book dealing with solicitors’ accounts 
in relation to the new Act and Rules. The method 
adopted by Mr. Kettridge is to deal with clients’ moneys 
and the solicitors’ own moneys in the same cash book by 
the adoption of a double set of money columns, and in 
the same way to use two sets of money columns in the 
clients’ ledger, thereby showing alongside each other the 
position of each client’s account as regards trust moneys 
and the solicitor’s own account with that client in respect 
of disbursements and charges. In addition there is an 
expenses ledger and a private ledger, the former contain- 
ing the solicitor’s own expense accounts, &c. The model 
accounts published in this book have specimen entries 
which show clearly the working of the system, and the 

Act and Rules are reproduced in the appendix. 


Income Tax and Sur-tax, 1934/35. By C. H. Tolley. 
London: Waterlow & Sons, Ltd., Birchin Lane, 
E.C.4. (Price, with Irish Free State Supplement, 
3s. 6d. post free, without the Supplement 3s. 2d.) 

This chart takes the usual form and comprises a large 
amount of useful information condensed into a small 
space. It is specially useful for purposes of reference as 
it gives in every case the source from which the information 
is derived. 


Voluntary Liquidation. By H. M. Shurlock, Barrister- 
at-Law. London: Solicitors’ Law Stationery Society, 
Ltd., 22, Chancery Lane, W.C.2. (192 pp. Price 
12s. 6d. net.) 

The two classes of voluntary liquidation are described 
at some length in this book, separate parts being devoted 
to Members’ and Creditors’ Voluntary winding-up. 
The rest of the book deals with miscellaneou$ matters 
such as carrying on of the business of the company by 
the liquidator, the disclaimer of onerous contracts, and 
questions of fraudulent preference, landlords’ rights, 
executions, garnishees, &c. There is also a chapter on 
amalgamation and reconstruction and an appendix 
giving specimens of all the forms required in connection 
with the carrying out of a voluntary liquidation. Whilst 
the book does not pretend to deal exhaustively with all 
— liquidation matters, it provides a good working 

is. 


Higher Control. By T. G. Rose, M.I.Mech.E. London : 
Sir Isaac Pitman & Sons, Ltd., Parker Street, Kings- 
way, W.C.2. (270 pp. Price 12s. 6d. net.) 


The object of the author of this work is to supply 
those who are responsible for the supervision of an under- 
taking with precise information as to the progress or 
failure of the separate policies which the Directors 
have instructed the management to pursue. This takes 
the form of providing at short intervals an account of 
the progress of each product or group of products. There 
is a foreword by Mr. A. H. Pollen, formerly Managing 
Director of Linotype & Machinery, Ltd., under whom the 
method of control here described was worked out by the 
author. Amongst the matters discussed are the basis of 
comparison, how a control is built up, the theory of higher 
control and its uses, supplemented by an appendix 
describing the construction and use of charts. Anyone 
who is concerned with the control of a large undertaking 
will find in this book much that will interest him. 


Reminders for Company Secretaries. By Herbert W, 
Jordan. London: Jordan & Sons, Ltd., Chancery 
Lane, W.C.2. (70 pp. Price 2s. 6d. net.) 


The important feature of this little book is the tabulated 
statement showing the documents required to be lodged 
with the Registrar of Joint Stock Companies by (a) 
public companies only, and (b) by companies whether 
public or private, giving in each case the number of the 
Form and specifying the time for filing and the section of 
the Companies Act containing the requirement. Further 
lists set out the documents required to be lodged with 
the Registrar by companies in voluntary liquidation, 
and the books, registers and documents which must be 
available for inspection and of which copies or extracts 
may be requisitioned. 


Rating Assessment Charts for Inclusive Rentals. 
(Inside and Outside London). Price 1s. 6d. each. 
Rating Procedure Charts (Inside and Outside London). 
Price 1s. each. 
By Dennis R. Cockshaw, F.C.R.A. London: Gee 
and Co. (Publishers), Ltd., 6, Kirby Street, Hatton 
Garden, E.C.1. 

The first of these charts is compiled for the purpose 
of showing the gross and net assessable values corre- 
sponding to annual inclusive rental values when the 
Local Rates range from 8s. in the £1 to 21s. in the £1. 
One section of the charts deals with properties inside 
London and the other with properties outside London. 
The second exhibits in tabular form the procedure in the form 
of a time-table with regard to the making and amendment 
of Valuation Lists, and as to objections, requisitions and 
appeals. The information is very “learly set out and should 
be valuable to anyone concerned with rating matters. 


@bituary. 


JOHN COLLIER. 

We have learned with regret that Mr. John Collier, 
F.S.A.A., died on August 4th. Mr. Collier had been a 
member of the Society since 1892, and since 1895 was in 
public practice at Bindloss Chambers, 4, Chapel Walks, 
Manchester. 


FREDERICK JAMES COOMBES. 

We regret to announce the death of Mr. F. J. Coombes, 
F.S.A.A., which occurred on August 22nd, at the early 
age of 38. Mr. Coombes entered the office of Messrs. 
Langton & MacConnal, Incorporated Accountants, Liver- 
pool, in 1911, and became a member of the Society in 
1925. In 1927 he was admitted to partnership in the firm. 
He was a member of the Committee of the Liverpool 
and District Society. 
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Trading Losses and Schedule DB. 


A Lecture delivered to the West of England District 
Society of Incorporated Accountants at Plymouth by 
Mr. S. A. DUNN, 
Inspector of Taxes. 

Mr. Dunn said: When your worthy Secretary invited 
me to address you, I accepted his invitation with a very 
great degree of pleasure, and for two reasons. The 
first was a personal one, as it gave me the opportunity 
of expressing my gratitude for the kindly consideration and 
courtesy which I have received at the hands of the pro- 
fessional accountants of this city whilst I have been 
Inspector of Taxes here. The second was a more general 
one, as it gave me the opportunity of paying a tribute— 
a tribute which I am sure would be endorsed by my 
colleagues throughout the country—to the efficiency 
and integrity of accountants belonging to such Societies 
as yours. Your Society sets, and rightly sets, a high 
standard of qualification for admission to its ranks, and 
when I read the syllabus for your examinations I feel 
humbled. I feel that I should be to-night amongst the 
listeners and not standing here as Lecturer. However, 
if anything I say does add to your store of Income Tax 
knowledge or remove any doubts, I shall feel that the 
evening has not been wasted. 


Now, there is one thing which I want to make perfectly 
clear at the outset. The Board of Inland Revenue have 
kindly given me permission to address you, but it must 
be distinctly understood that the views I express are not 
necessarily those of the Board. They are not in any 
sense ex cathedra: they are not in any way binding on 
the Board or on any of its officers. 


Your Secretary cannot be accused of unduly limiting 
the scope of my subject. He told me that I should be 
expected to lecture about Income Tax. Well, you cannot 
talk all about Income Tax in an hour. I was, therefore, 
at once compelled to limit the scope of my remarks. 
I appreciated that Schedule D of the Income Tax 
Act was the one in which you would be most interested, 
but, again, I could not possibly attempt to deal with the 
whole of the law and practice regarding even this par- 
ticular aspect of the Income Tax code. So I determined 
to limit my discussion to the question of trading losses 
and their repercussion on Schedule D liability. 


The fons et origo of the modern Income Tax code is 
to be found in an old Act passed over 90 years ago—the 
Act of 1842. It was a wonderful piece of legislation, 
and it is a splendid tribute to the patience and ability 
of the Parliamentary draughtsmen who compiled it. 
Time has necessarily led to amendments in its provisions 
—but the main provisions of the Act were incorporated 
76 years later in the present Income Tax Act of 1918. 


Amongst departures from the original Act of 1842, the 
provision for relief in respect of losses is one of the most 
important. Whilst the Act of 1842 made provision for 
the set-off of a loss in one business against the profit in 
another business (a provision now embodied in Rule 13 of 
Schedule D Act, 1918), it made no provision where a person 
carried on one business only. Nor could a loss sustained 
in a business be set-off against a profit of employment 
assessable Schedule E. You will find this point dealt 
with in one of the older Tax cases, Brothers v. Bray. It 
was not until nearly fifty years later that the law was 
altered in this respect. The Act of 1890 provided for 
relief in respect of trading losses whether the subject 
carried on more than one business or not, and this amend- 


ment became incorporated as sect. 34 in the Consolidated 
Act of 1918. 

Eight years later, in 1926, a further amendment of 
legislation took place affecting trading losses. Up till 
then the normal basis of a Schedule D profits assess- 
ment was the average profit of the three previous years. 
A “‘ bad” year entered into average for three years only, 
and if its losses were heavy compared with the profits 
of the other years which entered into those three averages, 
the taxpayer could not receive full credit for the loss. 
With the passing of the Act of 1926 which changed the 
normal basis of assessment from a three years average 
to the profits of the preceding year, the taxpayer was 
allowed to carry his loss forward for six years, and so in 
the later years he gets potential credit for losses which 
he could not secure before. Thus, under the old Act 
a loss made in the year 1 could not affect assessments 
made for years subsequent to year 4, whereas under the 
1926 Act the loss can operate effectively until the assess- 
ment year 7, and in certain cases which we shall discuss 
later it can be carried forward even beyond this year 7. 


Thus far I have briefly outlined the three sections of 
loss relief, viz :— 
Rule 13 of Cases I and II. 
Sect. 34, Income Tax Act, 1918. 
Section 33, Finance Act, 1926. 


Rute 13—C.ars. 

We need not spend much time considering Rule 13. 
Its application is simple. If A for the year 1 carries 
on the business of a butcher and makes an Income Tax 
loss of £300 and for the same year carries on also a grocer’s 
business and makes an Income Tax profit of £800, his 
liability for the year 2 will be £300—£800 (if Rule 13 is 
claimed). [It is important to observe that the year 
affected is year 2, except in the exceptional circumstance 
where the losing business started in the year 1.] 


It is scarcely necessary to add that if Rule 13 relief is 
claimed, no further reliefs under sect. 34 or sect. 33 can 
be granted in respect of the same loss. Whether it pays 
to claim relief under Rule 13 instead of sect. 34 or sect. 33, 
must depend on several circumstances, e.g., the possibility 
of a varying rate of tax from one year to another, the 
possibility of the cessation of the losing business before 
the six years’ loss period has expired, and the reper- 
cussions of the case on sur-tax liability. 


Sect. 34—CLaIMs. 

And now I need spend no more time on Rule 13, but 
pass to the section of more importance to you as account- 
ants, viz, sect. 34, Income Tax Act, 1918. 

When you are faced with a taxation problem the acid 
test of the correctness of your opinion must be, ‘“* How 
far is my opinion justified by case law?” You cannot 
complain that there is any scarcity of such tests, as 
witnessed by the seventeen formidable volumes of Tax 
Cases which are the outcome of disputes between Crown 
and subject. But case law will not help you in inter- 
preting sect. 34 for the very simple reason that sect. 34 
claims are not “‘ appeals,” but “ applications ” for relief. 
An adverse decision by the Commissioners who hear an 
appeal can be reviewed by the Court, but on the question 
of application for relief, the opinion of the appellate 
body of Commissioners is final and conclusive, whether 
their decision is for the Crown or for the subject. You 


will find this point brought out in the case of Furtado 
v. City of London Brewery Company, Limited (6 T.C., 386). 

Sect. 34 applies to relief in respect of losses in trades, 
professions or vocations assessable Cases I and II of 
Schedule D, and to concerns such as gasworks, &c., 
formerly assessable No. III, Schedule A. 


It also applies 
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to relief in respect of losses in employments, nurseries 
and market gardens, lands occupied for husbandry only 
and woodlands assessed under Schedule D. In my 
following observations I shall use the generic term 
‘* business ”’ to cover all these cases. 

First observe as regards sect. 34 that the claim for 
relief must be lodged within the period of twelve months 
from the end of the year in which the loss is claimed for 
relief. Thus in the case of accounts made up to 
December 31st, 1932, the year of loss is 1932-33, and the 
claim must be made not later than April 5th, 1934. An 
accountant has only himself to blame if he neglects to 
make such a claim in time. The provisions of the Act are 
clear. He is given ample time to ascertain whether a 
claim arises, and he need not expect that if he fails to 
observe the time-limit he will receive any concession. 
District Inspectors have no powers of granting a con- 
cession on this point. 

Where a loss under sect. 34 is claimed, relief is to 
be given to the extent of the claimant’s aggregate income 
or to the loss as a whole, whichever is less, and is not te be 
limited to the amount of the loss which can be set off 
against his taxable income. See Example No. 1. 

Claims in respect of losses may be made by a sole 
trader and by a limited liability company, but in the case 
of a partnership the claim must be made by the individual 
partners and not by the partnership as a whole. It is 
quite conceivable that whilst the partnership as a whole 
may sustain a loss an individual partner’s share may be 
a profit. If his share is a profit, he is debarred from 
claiming sect. 34. See Example No. 2. 

C cannot claim sect. 34 as his share is a profit. Whilst 
A and B’s share of the loss is £1,200, the maximum 
relief is on £1,000, the total income tax loss of the firm. 
Repayment or set-off can be made against A and B’s income 
up to £500 in each case—provided, of course, they have 
sullicient assessed or taxed income to cover. 
ir Sect. 34 adjustments are strictly to be made by repay- 

ment, but in practice the adjustment is made by way of 
4s set off against tax due. This is a pure concession and 
a neither the accountant nor his client can expect tax due 
and payable to be held over if there is delay in rendering 
% a sect. 34 claim. 

And now I come to the question of the effect of wear and 
tear allowance on sect. 34 claims. By a concession it 
was formerly permitted to increase the loss for sect. 34 
purposes by adding on the depreciation due for the year 
of loss. See Example No. 3. 

The Board of Inland Revenue have recently revised 
the terms of the concession, and wear and tear allowance 
for the year of claim can only be allowed to increase the 
loss if it has not been already allowed against the assess- 
ment for the year. See Example No. 4. 

And now we come to a refinement. It may very well 
happen that the depreciation due for 1933-34, which we 
discussed in our last example, was not sufficient to cover 
the assessment for 1933-34. 

In this case the difference between the depreciation due 
and the depreciation allowed against the assessment 
may be used to enhance the sect. 34. loss. (See Example 5.) 

I have emphasised that the loss for sect. 34 can be 
augmented by the depreciation allowance only to the 
extent that such allowance has not been allowed against 
the assessment for the year. If, however, there has been 
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a carry-forward of depreciation allowance from other 
years, the allowance for depreciation made in the assess- 
ment for that year can be regarded as made primarily 
out of the “‘ carry-forward ” allowance, freeing the wear 
and tear allowance, for the year of assessment, either 


wholly or in part to enhance the sect. 34 loss. (See 
Example No. 6.) 

Where an allowance is made for wear and tear under the 
concession which we have discussed, it is to be regarded 
as effectively made for all Income Tax purposes to the 
extent of the relief given, and an undertaking is required 
from the taxpayer to this effect. : 

Time is passing, so that I must not discuss further the 
question of wear and tear as affecting losses. Let us 
pass to the question of the period to be taken in ascer- 
taining whether a loss has been made. In strictness, the 
loss should be taken as the loss for the year to April 5th, 
the accounts being apportioned, if necessary, under 
sect. 35 of the Finance Act, 1926. Thus :— 


Profit of year to December 31st, 1931 .. = £400 
Loss year to December 31st, 1932... = £2,000 
Sect. 34 loss is claimed for 1931-32. 

Profit April 6th, 1931, to December 31st, 1931=} 
profit year 1931 ee oe ee -- = £300 

Loss January Ist, 1932, to April 5th, 1932=} loss 
19382... ee o< ee oe -. = £500 
Loss £200 


In practice, however, the loss for a particular year 
may be taken as the loss for the year which would, in 
the event of a profit having been made, have been taken 
as the basis for assessment in the year following the year 
of claim. 

Thus a sect. 34 claim for the year of April 5th, 1932, 
may be based on the loss made for the year to 
December 31st, 1931: even if the accounts were made 
up to an early date in the fiscal year the practice would 
still apply. 

Thus accounts made up to June 30th, 1932, could be 
accepted as a measurement of sect. 34 loss for the year 
April 5th, 1933. I can imagine an extreme case where 
accounts are made up to April 6th, 1932. Although one 
day only of the year to April 5th, 1933, is included in these 
accounts, I can see no reason to refuse the claim as for 
the year to April 5th, 1933. 

To the remarks I have made I must add some rules of 
exception. The year to April 5th must aiways be taken 
as the basis of any claim where such claim is in respect 
of the first, second and third year of assessment of a 
commencing business. It must also always be taken 
as the basis in respect of the fourth year of such a business 
if the third year’s profit has been adjusted to the actual 
profit of the third year under sect. 15, Finance Act, 1930, 
under which section you will recall that the taxpayer has 
the right to be assessed for the second and third years of 
a new business on the actual profits of those years. The 
year to April 5th must always be taken in respect of 
any sect. 34 claim for a year following a year in which 
a claim has been allowed on the basis of a year to April 5th. 

Before leaving a consideration of sect. 34, I must not 
omit to mention the case of a ceasing business. Where 
a business ceases any sect. 34 claim for the year of dis- 
continuance must be apportioned pro rata on the loss 
applicable to the period April 6th up to the date of dis- 
continuance. A simple example will suffice. A business 
ceases at June 30th, 1933. The loss for the year July Ist, 
1932, to June 30th, 1933, is £800. Sect. 34 is claimed 
for 1933-34. The loss to be allowed for sect. 34 purposes 
is £200, viz, the proportion of loss for the period April 6th, 
1934, to June 30th, 1933, say 1/4th of £800= £200. 

Section 33 CLAIMs. 

And now I must devote the remainder of my time to 

a consideration of the other important “loss ”’ section, 
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viz, sect. 33 of the Act of 1926. This, as I suggested at 
the beginning of my lecture, represents an immense 
stride taken to the advantage of the taxpayer, as his loss 
enters into six successive financial years instead of 
normally three only under old conditions. Thus, a loss 
made in the year 1 gives no assessment for year 2, and 
profits made for the years 2, 3, 4, 5 and 6 (assessable 
for years 3, 4, 5, 6 and 7 respectively) can be reduced in 
turn by the loss made for the year 1 until such loss is 
absorbed. 

It should, however, be noted that certain conditions 
govern the application of this los. If Rule 13 adjustment 
or sect. 34 adjustment has been claimed, the applicability 
of the loss is reduced accordingly. This is specifically 
provided for in the enactment of sect. 33. Per contra, 
if relief is given under sect. 33, it cannot be given also 
under any, other relieving sections. 

Moreover, the section provides that the loss shall be 
carried forward against the profits in respect of that 
business. I am paraphrasing and condensing the section 
for the purposes of brevity and clearness. From this 
emerges the following :— 

The loss is allowed only if the business continues. 
In the year 1 Mr. A makes a loss as a grocer of £500, 
and then ceases to carry on this business. 

Being a versatile man, he starts in year 2 a butcher's 
business and makes a profit of £600. He is assessed for 
year 2 on £600. He cannot set-off the loss of £500 as 
the new business is not the same business as the old 
business. 

Such a case is perfectly clear, but it requires little 
imagination to visualise cases where the question of 
whether the business is the same is one of more doubtful 
solution. There is little or nothing in the way of case 
law to help you here, and I would like to emphasize that 
not one of the illustrations and suggestions I now make 
are in any way ex cathedra. 

Dr. B moves from the salubrious atmosphere of 
the Hoe, Plymouth, to the more squalid neighbour- 
hood of Stonehouse. He loses part of his aristocratic 
patients living on the Hoe, but secures a large number 
of panel patients working in the dockyard. Is his 
practice at his new residence the same ‘* business ” 
as his old practice ? Can he set off the loss he made 
at the Hoe against a profitable year at Stonehouse ? 
He is admittedly in a different position to our friend, 
Mr. A, who changed his interest in cheese to an 
interest in beef. Dr. B still carries on the same 
** business ’—the medical profession, and ex data 
he preserves some of his old clientéle, so%it would aot 
be unreasonable to give him the advantage of sect. 33. 

Let us follow up the fortunes of our mythical Dr. B. 
He does very well at Stonehouse for a few years and then 
a slump occurs in his practice and he makes a large 
loss. He sells his Stonehouse practice and buys a practice 
at Wigan, and by a fortuitous combination of circumstances 
makes a good profit in his first year. Can he off-set that 
last disastrous year at Stonehouse ? Probably not. He 
sold his Stonehouse practice, he lost his Devon clientéle, 
and he bought another business. There is no identity 
between the two practices and, although he is still a 
medical man, there seems to be no reason to support the 
argument that the Wigan business is the same as that of 
Stonehouse. 

I leave you to conjure up cases where the application of 
sect. 33 is even more doubtful. 


If the business is a partnership and a dissolution of 


partnership occurs, the share of the losses made by the ~ 


outgoing partner cannot be allowed against subsequent 


profits made by the remaining partner or partners. (See 
Example No. 7.) 


The application of sect. 33 losses is complicated by the 
question of wear and tear allowance. The wear and 
tear allowance for any particular year including carry 
forward of depreciation allowance, is to be given against 
assessable profits in priority to sect. 33 losses. (See 
Example No. 8.) 


But here I have to call attention to another refinement. 
Whilst depreciation is to be offset in preference to sect. 33 
losses, it is provided by sect. 19 of the Finance Act, 
1932, that where depreciation allowance displaces a 
sect. 33 relief, then, to the extent of the displacement, 
the sect. 33 loss can be carried forward indefinitely and 
is not subject to the six years limitation. 

It may well happen that as regards a particular year 
you may have available as a set-off :— 

(1) losses which arose more than six years previously, 
but by virtue of sect. 19, to which I have just 
referred, can be carried forward indefinitely ; 

(2) losses which arose in the previous six years. 


Sect. 19 provides that the losses in the second category 
shall be set-off in priority to those in the first category. 
(See Example No. 9.) 

Whilst sect. 19, Finance Act, 1932, provides that the 
losses of the previous six years shall be set off in priority 
to the displaced losses of anterior periods, it makes no 
provision as to the order of sets-off for losses arising 
in the previous six years period. 

It will invariably be to the advantage of the taxpayer 
to set-off a later loss in preference to an earlier loss in the 
six years period where such loss can be regarded as dis- 
placed by wear and tear allowance. 

We must not omit to refer to the provisions of sect. 29 
of the Finance Act, 1927, in connection with sect. 33 
claims. That section remedies a hardship which other- 
wise a taxpayer might suffer. A carried on a business 
and made a loss. He turns his business into a company, 
and the consideration for the sale of the business to the 
company is an allotment of shares. The new company 
makes a profit. Except for the provision of sect. 29, 
A could get no relief for his previous losses, as there 
is no legal identity between the two businesses, although 
A is the virtual proprietor of the new company. 

Sect. 29 provides that where the main consideration 
for the sale of the business is the receipt of shares in the 
new company, the former proprietor or proprietors shall 
be allowed their previous sect. 33 losses. The loss is to 
be applied primarily against the income of the former 
proprietor from remuneration in the company, ¢.g., 
directors’ remuneration, and any balance is to be allowed 
by way of repayment against his other income from the 
company, ¢.g., dividends or shares. 

It should be noted that sect. 19 of the Finance Act, 
1932, which we have already discussed, does not apply 
to reliefs under sect. 29: there is no allowance under 
sect. 29 for losses displaced by wear and tear allowance. 

There is one further relevant section to which I must 
refer, and that is sect. 19 of the Finance Act, 1928. This 
section provides that where a person has been assessed 
under Rule 21 in respect of interest paid, &c., the amount 
of such assessment can be carried forward exactly in the 
same way as a loss under sect. 33. There are, however, 
two exceptions. No relief is given where the payment is 
not ultimately borne by the person assessed, nor where the 
payment is charged to capital. 

I stated nearer the beginning of my lecture that where 
losses are claimed under sect. 34, they cannot also be 
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claimed under sect. 33: in other words, you cannot 
here, as elsewhere, both ‘‘ eat your cake and have it.” 
An accountant must sometimes be in a quandary as to 
which relief he shall seek for his client. 

The advantages of taking sect. 34 relief in preference 
to sect. 33 are in some cases clear. (See Example No. 10.) 

It is true that in our illustration the taxpayer can carry 
forward his loss of £8,000 under sect. 33, but if the profits 
of the following years, years 3, 4, 5, 6, 7 and 8 are small 
compared with the loss for the year 2, or if there are no 
profits for such years, he will never get full effective relief 
for his large loss. 

You have to remember also that the rates of sur-tax 
increase by stages with the size of the income and a 
sect. 34 relief, where considerable, might give a taxpayer, 
from the sur-tax point of view, an immense advantage 
as compared with sect. 33 reliefs spread over a series of 
years. 

Sect. 34 relief, as compared with sect. 33, also gives the 
taxpayer immediate relief. In our Example 10, he gets 
it for the year 2 instead of having to wait for the years 3 
and subsequently. It is not surprising, therefore, that 
taxpayers acting on the advice of the old Persian poet 
should be inclined to “‘ take the cash in hand and leave 
the rest ’”—in other words, take sect. 34 and not sect. 33. 

Sect. 34 relief vis-a-vis sect. 33 relief would be ad- 
vantageous where the rate of tax falls. In our illustra- 
tion No. 10, suppose that the rate of tax for year 2 was 
5s., and that the rate of tax for subsequent years 3, 4, 
5, 6, 7, 8 was 4s. Leaving out of account disturbing 
factors such as earned income relief, &c., it will be seen 
that the taxpayer benefits by having his adjustment made 
under sect. 34 in the year 2 (a “5s. rate” year) in 
preference to years 3, 4, 5, 6, 7, 8 (‘* 4s.”” years). 

Sect. 34 relief would also be to the advantage of the 
taxpayer, if he ceased to carry on the business before 
the losses could be absorbed under sect. 33, and, of course, 
sect. 34 would be to his advantage in the unlikely event 
of Income Tax being repealed before the year 8 expired 
—an eventuality which, perhaps, we need not too 
seriously consider. 

Where the conditions which we have just discussed 
are reversed, then a sect. 33 claim would benefit a tax- 
payer to a greater extent than sect. 34. I leave you 
to work out for your own instruction and consideration 
possible cases covered by this alternative. My time is 
expiring and I must conclude. I do not claim that I 
have covered all the finer refinements of the sects. 33 and 
84 provisions in the short time I have had at my disposal. 
If I have covered and enlightened you on the main rami- 
fications, I have done as much probably as could be under- 
taken in an hour. Perhaps my final words should be an 
apology. No one can say that he knows all about Income 
Tax. Your Lecturer to-night might, perhaps, with upwards 
of a quarter of a century of Income Tax experience, be 
allowed to paraphrase liberally the dictum of the sooth- 
sayer in “‘ Antony and Cleopatra,” and say humbly in 
conclusion, ‘“‘ In the infinite code of Income Tax a little 
I can read.” 

Example No. 1. 
Assessed profits, 1933-34, based on 
accounts to March 31st, 1933 oe eo £600 
Loss to March 31st, 1934 ° £400 

The trader is married and has four children. He has 
no other income. 

Correct adjustment of 1933-34 liability— 
Statutory liability .. oe oe 
Less Loss, sect. 34 - 


Carried forward a 


Brought forward ee ee 200 

Earned Income Relief .. oe 40 

160 

Personal allowance a ie 150 

10 

Child allowance to cover ae: ‘a 10 

Nett liability .. oe ce sees Nil 
He cannot claim :— 

Assessment, 1933-34 .. hs a £600 

Less part set off, sect. 34 .. aa 200 

400 

Less Earned Income Relief ifs 80 

Less Personal allowance and children 320 

Nett nit Nil 


and carry forward sect. 33, the difference between Loss 
£400 and Loss £200 claimed—£200. 


EXamPLte No. 2. 

Firm makes an adjusted Income Tax loss of £1,000 for 
the year to March 3lst, 1933. There are three partners— 
A, B, C. The loss of £1,000 is arrived at after disallowing 
£500 salary paid to C. Partnership deed provides that 
the profits or losses after paying C’s salary shall be shared 
2/5th A, 2/5th B, 1/5th C. 

Shares for via sect. 34 :— 

Loss os £1,000 


Plus salary to C oe i oe 


1,500 
Apportionment :— 
A B Cc 
£600 £600 £300 
Less salary C ee ee 500 


Loss £600 Loss £600 Profit £200 
Example No. 38. 


Sect. 34 (old concession). 
Assessed 1929-30—£2,000—£400 depn.= £1,600 (tax paid) 


Loss to March 31st, 1930 .. -- = £1,000 
Depreciation 1929-30 en ee 400 

£1,400 
The adjusted loss for sect. 34 +. = £1,400 


Tax repayable on £1,400= 
For 1930-31 assessment the result 


was— 
Loss cin wa £1,000 
Less sect. 34 adjustment 1,400 
Profit - oe si £400 


Less, of course, any depreciation due for 1930-31, say £350. 
There was thus a nett liability of £50 for 1930-31. 


EXamPLe No. 4. 
_ Profit to March 31st,1933.. .. £1,000 
Depreciation due for 1933-34 oe 400 
Assessment 1933-34 .. ne £1,000 
Less depreciation ‘ “a 400 
£600 
Loss year to March 31st, 1934 ns £500 


As the £400 depreciation due for 1933-34 has already 
been allowed against the 1933-34 assessment, it cannot 


oe Py . « ee. 
Oe tl: . 
Se 
Re eins agri eRe _— 7 Sl mascot eal 
Boe | 
% 
. 
rier 
ee 
ian 
4 
a 
en. oi 200 ee 
a : : sd 
oa a eel =. Seen) ee 


SEPTEMBER, 1934] THE INCORPORATED ACCOUNTANTS’ JOURNAL. 453 
be allowed to increase the loss of £500 for sect. 34 purposes, Sect. 33 losses unabsorbed sama to— 
so the effective relief is on £500. March 31st, 1932 ee - = £400 
If the loss had been £800 instcad of £500, the balance March 31st, 1931 = 200 
of relief, viz, on £200, could be repaid or set off up to the 
extent of the taxpayer’s other income for 1933-34, or Total oe £600 
carried forward under sect. 33 of the Finance Act, 1926, 
to the extent not absorbed by sect. 34. The assessment for 1933-34 is gross £1,000 
Less depreciation £500 + £300 - = 800 
Exampte No. 5. 200 
Profit to March 31st, 1933 .. . = £400 Less part sect. 33losses_. . 200 
Depreciation due 1933-34 . .. = £500 — 
Loss to March 31st, 1934 = £200 Nett es bv os Nil 


Assessment 1933-34 £400 Balance depn. £100 


Less depreciation 400 
Loss... oe £200 
Add to loss depreciation 1933-34 os £500 


Less already allowed against assessment 400 
—— 100 
£300 


Total loss for sect. 34 purposes 


As only £400 depreciation was effectively allowed against 
the assessment, the balance of depreciation can be claimed 
to enhance the loss of £200, making the total sect. 34 
loss £300. 

There is, of course, no carry-forward of depreciation. 


EXAMPLE No. 6. 
Profit to March 31st, 1933 .. -- = £1,000 
Depreciation due 1933-34 .. ee £300 
' Depreciation due from previous years £800 
Loss to March 31st, 1984 .. . = £400 
Assessment 1933-34 oe oe £1,000 
Less depreciation .. £1,000 


The £1,000 depreciation allowed for 1933-34 may be 
regarded as to £800 from carry forward depreciation 
and £200 1933-34 depreciation. 

The loss of £400 may for sect. 34 purposes be increased 
by £100, £200 of the 1933-34 depreciation only having 
been allowed against the assessment for 1933-34. 


EXAMPLE No. 7. 
A and B in partnership: they share profits or losses 
equally. 
Loss to March 81st, 1931 .. £1,000 
» March 3lst, 1982 .. ee £500 
»» March 3lst, 1983 .. £500 
B retires at March 31st, 1933 
Profit to March 31st, 1984 .. an £4,000 


The firm’s losses to March 31st, 1938 were £2,000. If 
the firm had continued with A and B as partners, the 
assessment for 1934-35 would be— 


Profit to March 31st, 1934 .. oe £4,000 
Less losses accumulated .. is 2,000 
£2000 


B, having gone out of the business, his potential reliefs 
sect. 33 dry up, and the assessment for 1934-35 is— 


Profit to March 31st, 1934 .. ee £4,000 
Less A’s share of previous losses .. £1,000 
Assessment, 1934-35 . £3,000 

EXAMPLE No. &. 
Profits for year to March 31st,1988 = £1,000 
Depreciation due for 1933-34 ._ = £500 
Arrears of depreciation 1932-33 et ante £300 


Sect. 33 losses forward £600—£200 absorbed = £400. 


The assessment is not— 


Gross. . we -_" £1,000 
Less sect. 33 teams . hie - 600 
400 

_ Less part depreciation a es 400 
Nett sig os ae Nil 


with carry forward of depreciation £400. 


EXAMPLE No. 9 


Trading Year 1 — Loss £900 
eo : wd Profit or losses not material 
o 4 a for purpose of present 
” 5 — illustration. 
” 
iis 6 Profit £500; depreciation, due, say £400 
for year 7. 
(Assessment year 7=£500—£400 depre- 
ciation. £400 of the loss of £900 for year 
1 therefore displaced by wear and tear 
allowance and can be carried forward 
indefinitely. 
Pn 7 Loss £100 
ie 8 Loss £200 
- 9 Profit £400 
Assessment for year 10 oe -- = £400 
Less depreciation due,say .. i 150 
£250 
Less set-off for losses years 7 and 8} .. £250 
Carry forward of losses unabsorbed— 
° Yearl .. oe £400 
Years 7 and 8, £300—£250 | - = 5&0 
£450 
The position is not :— 
Assessment yearl0 .. oe oe £400 
Less depreciation on ee ee 150 
250 
Less part loss Yearl .. ve ee 250 
Carry forward sect. 33— 
Year 1 oe os oe -. £150 
Years7and8 .. oe -. 800 
£450 


ExamPLe No. 10. 
Profit, Year 1 = £10,000 assessable year 2. 
Loss, Year2 = £8,000 no assessment year 3. 


Sect. 34 relief is sought for loss year 2. 


a 
=n 
= 


454 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(SEPTEMBER, 1984 


The adjusted profit for assessment year 2— 


Profit, Yearl .. £10,000 
Less sect. 34 loss 8,000 
Adjusted assessment Year2 .. £2,000 


If sect. 33 was claimed for loss year 2 in place of sect. 34, 
the taxpayer’s assessment for year 2 would be £10,000 
in place of £2,000, and not only would he be paying income 
tax on £8,000 more, but also sur-tax. 


AN OLD SEQUESTRATION REVIVED. 


The First Division of the Court of Session had recently 
a petition before them for authority to proceed in a 
forty-three-year-old sequestration. The Lord President 
referred to the case as one that read like a novel. The 
sequestration was originally granted in 1891 and the 
bankrupt was never discharged. The first trustee, after 
realising certain assets which were used in the payment 
of certain preferable and secured debts, ceased to act, 
and was duly discharged. After a period of two years 
the bankrupt succeeded to further funds and a second 
trustee was appointed, who also acted and was discharged. 

For about thirty years the bankrupt’s whereabouts 
were unknown to anybody in this country, and in par- 
ticular were unknown to his relatives. When he suc- 
ceeded to another inheritance of a considerably larger 
amount his brothers and sisters had presumed him dead, 
under the Presumption of Life Limitation Act, and 
succeeded to his share of the inheritance. 

In 1931, after this disappearance of nearly thirty years, 
the bankrupt appeared as a claimant by way of an action 
in the Court of Session, for the recovery from one of 
his brothers of his share of the inheritance. It was 
said that one of the brothers had acknowledged his 
right, and so far as the corresponding share of the 
inheritance was concerned, it was at present held by the 
petitioner, Mr. E. Balfour McIntosh, C.A., Edinburgh, 
trustee on the sequestrated estate. ; 

The emergence at this late date of estate available 
for distribution among the bankrupt’s creditors resulted 
in an application for the convening of a meeting of 
creditors, and for the appointment of a third trustee who 
was the petitioner in the present case. 

Almost all the papers in the sequestration except 
the Petition and Sederunt Book, had disappeared. The 
difficult question in the petition was this: it was alread? 
known to the present trustee that there were some 
creditors who were no longer in a position to vouch 
the claims which they were invited to lodge by advertise- 
ment and circular as they were able to vouch them 
forty-three years ago. His Lordship said that the Court 
would not be entitled to authorise the trustee in general 
to assume from the fact that the claims were recorded 
in the Sederunt Book that these claims were good, but 
they suggested that if a claim could not be vouched by 
the ordinary primary evidence, it might none the less 
be vouched by secondary evidence, and while it was not 
possible for the Court to give any advice either in general 
authority or in general instructions to the trustee how 
‘he was to regard the endeavours of such creditors as these 
to vouch their claims by secondary evidence, the trustee 
must use his own judgment, and his own judgment might 
be made the subject of appeal. He was obviously entitled 
to use secondary evidence where primary evidence could 
not be got, but beyond giving him that assurance his 
Lordship did not see it was possible for the Court to give 
wider instructions than that. 


District Societies of Incorporated 
Accountants. 


DEVON AND CORNWALL. 
INAUGURAL MEETING. 

The inaugural general meeting of this Society was held 
on August 10th, when the following Committee was 
appointed :— 

Mr. W. W. Beer (Exeter), Mr. H. S. Bull (Plymouth), 
Mr. W. S. Burgess (Plymouth), Mr. W. J. Ching (Ply- 
mouth), Mr. J. H. Chown (Penzance), Mr. J. Love (Ply- 
mouth), Mr. A. W. C. Lyddon (Plymouth), Mr. P. D. 
Pascho (Plymouth), Mr. S. H. Roberts (Plymouth), Mr. 
R. W. G. Taper (Paignton). Mr. W. R. Frost, A.S.A.A., 
Totnes, was elected auditor. 

At a Committee meeting which followed, the following 
officers were elected :—President, Mr. W. J. Ching; 
Vice-President, Mr. W. W. Beer; Treasurer, Mr. S. H. 
Roberts ; Secretary, Mr. P. D. Pascho. 


Syllabus of Lectures, 1934-35. 


1934. 

Sept. 4th. ‘‘ Sale of Goods,” by Mr. O. Griffiths, M.A., 
LL.B. Chairman: Mr. H.S. Bull, A.S.A.A 

Oct. 2nd ‘“ Auditing,” by Mr. V. H. M. Bayley, 
A.S.A.A., A.C.A. Chairman: Mr. A. J. 
Northcott, F.S.A.A. 

Nov. 6th ‘“‘ The Accountant in Municipal Service,” by 
Mr. R. W. G. Taper, A.S.A.A. Chairman : 
Mr. S. C. Condy, A.S.A.A. 

Dec. 4th. ‘ Income Tax and the Accountant,” by Mr. 
C. G. Strick, H.M. Inspector of Taxes. 
Chairman: Mr. K. E. C. Budge, A.S.A.A. 

1935. 

Jan. 8th. ‘* General Commercial Knowledge,” by Mr. 
W. H. Grainger, F.S.A.A. Chairman : 
Mr. J. H. Chown, F.S.A.A. 

Feb. 5th. ‘ Statistics,” by Mr. C. L. Lawton, B.Sc. 
(Econ.), A.C.A. Chairman: Mr. F. H. C. 
Casbourn, A.S.A.A. 

Mar. 5th. ‘‘ Company Law,” by Mr. E. Wesby Nunn, 
B.A., LL.B. Chairman: Mr. J. Fry, 
A.S.A.A. 

April 9th. ‘*‘ Examination Hints and Tactics,” by Mr. E. 


Miles Taylor, F.S.A.A., F.C.A. Chairman : 
Mr. R. N. Ching, A.S.A.A. 


SOUTH WALES AND MONMOUTHSHIRE. 
(CARDIFF AND NEwPportT STUDENTS’ SECTIONS). 

The annual tennis tournament of the Cardiff and 
Newport Incorporated Accountants’ Students’ Sections 
took place at the ground of the Rhiwbina (Cardiff) Tennis 
Club on August 9th, 1934. Despite the inclement weather 
the tournament proved very successful. The prize, which 
was presented by Mr. A. E. Pugh, F.S.A.A., Vice-President 
of the District Society, was won by Mr. W. Davies, of 


Newport. 


SWANSEA AND SOUTH WEST WALES. 

Mr. T. O. Morgan, who for many years has been 
Secretary of this District Society, has been elected 
President for 1984-35, Mr. G. Glanville Mullens has been 
elected Vice-President, and Mr. Glyn Morris Hon. Secretary. 


Annual Report. 
The District Committee ‘have pleasure in presenting 
their report for the year ended March 31st, 1934. 
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MEMBERSHIP. 

The membership at March 31st, 1934, was : Members 
55, Student Members 64; a total of 119, an increase of 
six over the previous year. 

LecTURES. 

The following lectures and meetings were held during 
the year :— 

** Present-day Economic Problems,” by Mr. Alfred E. 
Pugh, F.S.A.A. 

** Wages and Costing in the Coal Mining Industry,” 
by Mr. J. Picton James, O.B.E., F.S.A.A. 

Joint Debate with Institute of Municipal Treasurers and 
Accountants. 

** Process Costing,” by Mr. W. H. Stalker, F.S.A.A. 

** Income Tax :—The main points arising in the com- 
putation of the liability of an Industrial Undertaking,” 
by Mr. Gregory Winsor, A.S.A.A., Inspector of Taxes. 

** Education for Commerce and Industry,” by Mr. 
H. J. Thomas, M.Com. 

** Some Points in Litigation,”’ by Mr. D. Gethin Williams, 
LL.B. 

It is a matter for regret that the meetings are not sup- 
ported as they should be, particularly by student members. 

The Committee extend their cordial thanks to all who 
contributed to the syllabus. 

EXAMINATION RESULTS. 

Two students passed the Final examination, and six the 

Intermediate during 1933. 
LIBRARY. 

Considerable additions to the Library have been made 
during the year, and a revised catalogue has been dis- 
tributed to the members. The Committee will be 
pleased to consider any suggestions for the further im- 
provement of the library. Thanks are due to the Hon. 
Librarian, Mr. E. P. M. Hughes, for the preparation of the 
catalogue, and for the issue of membership cards. 

COMMITTEE. 

The following members retire by rotation, and are 
eligible for re-election: Mr. D. J. Charles and Mr. F. 
Jennings. In addition, two vacancies occur through the 
resignation of Mr. G. Brinley Bowen and Mr. T. Mills. 
These gentlemen have been members of the Committee 
since the inception of the Students’ Section in Swansea 
in 1921, and the Committee regret the loss of their services. 

A recommendation is being made to consider the ad- 
visability of increasing the number of elected members 
on the District Committee. 


Changes and Removals. 


Mr. S. R. Barnes announces that Mr. R. T. C. Taylor 
has joined him in partnership. The practice will be 
carried on under the style of S. R. Barnes and Taylor, 
Incorporated Accountants, at 178, Vermeulen Street, 
Pretoria, South Africa. 


Messrs. H. T. Brown, Topham & Partners, have changed 
their address to 14, North John Street, Liverpool. 


Messrs. Choudary & Brahmayya, Incorporated 
Accountants, intimate that Mr. V. P. Choudary has 
retired from the firm, in order to take up a Government 
appointment. The remaining partner, Mr. P. Brahmayya, 
will continue to practise under the same style as before, 
at 121, Armenian Street, Madras. 


Messrs. Wm. Claridge & Co. have removed their offices 
to 16, Leeds Road, Bradford. 


Messrs. Croudson & Co., Incorporated Accountants, 
1, Oxford Place, Leeds, have opened an office at 2, Saville 
Street, Malton. 


Messrs. P. C. Hansotia & Co., Incorporated Accountants, 
have removed their offices to Readymoney Mansion, 
Churchgate Street, Fort, Bombay. 


Mr. Walter Harrison announces that he has taken 
into partnership his son, Mr. Fred Jeffrey Harrison. 
They will practise under the style of Walter Harrison 
and Son, Incorporated Accountants, at Yorkshire Penny 
Bank Chambers, 40, North Parade, Bradford. 


Mr. J. Bruce Polwarth, Incorporated Accountant, 
has changed his address to 143, St. Stephen’s House, 
Victoria Embankment, London, S.W.1. 


Messrs. Roberts, Legge & Co., have removed their 
offices to North House, North John Street, Liverpool. 


Mr. Frank A. Reeder, Incorporated Accountant, has 
commenced public practice at Premier House, 150, 
Southampton Row, London, W.C.1, in partnership with 
Mr. J. Halpern. They will practise under the style of 
Halpern & Reeder. 


Scottish Notes. 


(FROM OUR CORRESPONDENT.) 
Municipal Trading and Income Tax. 

The City Chamberlain of Dundee recently reported 
that after protracted negotiations the Commissioners of 
Inland Revenue had admitted the principle that profits 
on public supplies, such as street lighting, and the supply 
of gas and electricity to the non-trading departments of 
the Corporation, should be exempt from taxation. 

Scottish Legal History. 

A proposal, backed by Lord Dunedin, Lord Macmillan 
and other influential names, has been made that there 
should be formed a Scottish History Society, to carry 
out the same valuable and interesting work as has been 
carried on in England by the Selden Society. It has been 
suggested that the society in Scotland be designated 
the ‘‘ Stair Society,” in honour of the greatest name in 
the history of Scots law. In this connection one is re- 
minded of a dictum of Lord Kames: ‘“* The law becomes 
only a rational study when it is traced historically.” 


Court of Session—New Rules. 

On October 9th the Court of Session will be working 
under new rules of procedure under the Administration of 
Justice (Scotland) Act, 1933, which received the Royal 
Assent before the rising of Parliament. The Act is more 
or less a skeleton, as it was left to the Court of Session 
to settle its own procedure, subject to certain reforms 
outlined in the Act. The new rules introduce changes 
which should eliminate unnecessary delay, save time, and 
directly effect a saving in law costs. For example, in 
commercial cases where the dispute arises on the con- 
struction of documents the parties may agree to state 
the circumstances and place the documents before a 
Lord Ordinary for his construction without formal plead- 
ings. In such procedure the expenses awarded against 
the loser are not to exceed £25 in addition to the expenses 
of proof, if any. Other provisions should tend to expedite 
procedure and eliminate expense. 


Scottish Solicitors and Discipline. 

A few weeks ago a case was mentioned to Lord Moncrieff 
where counsel for the defender drew his Lordship’s atten- 
tion to certain circumstances which had attended the 
trial of the action in order that, if so advised, he might 
judicially consider the propriety of the conduct of the 
professional advisers of the pursuer. Reference was made 
to sect. 34 of the Solicitors (Scotland) Act, 1933, which 
confers upon the Court a particular power of action with 
regard to such questions. 

Lord Moncrieff, in a note, states that, had the application 
not been made by the counsel for the defender, there were 
indeed, circumstances attending the trial of the action 
which might have required his very grave consideration. 
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His Lordship felt himself, however, released from inde- 
pendently considering the matter seeing that he was 
satisfied from the very fact of counsel’s application having 
been made that the matter if it required investigation 
would not be overlooked. Under sect. 27 of the recent 
statute such a party if he desired that such an application 
be made, had an independent statutory title which 
authorised him to apply to the new Discipline Committee. 
If an investigation was required there was accordingly 
available not only an avenue of investigation, but also 
an interested investigator. That should ensure that 
any need for an inquiry would be met. In those cireum- 
stances he did not find it necessary even to consider 
the matter. 

The case, out of which the matter has arisen, was 
withdrawn from the jury by Lord Moncrieff at the con- 
clusion of the pursuer’s evidence on the ground that no 
fault on the part of the defender had been shown. 


Rotes on Legal Cases. 


COMPANY LAW. 
In Re Great Orme Tramways Companies. 
Unliquidated Damages. 

The appellant, who was a paying passenger on a tramcar, 
suffered serious injuries owing to the tramcar getting out 
of control, and, the tramway company having subse- 
quently been ordered to be wound up, the appellant 
lodged a proof, claiming damages for breach of contract 
to carry her safely on the journey as a paying passenger. 
The liquidator rejected the proof on the ground that 
within sect. 30 of the Bankruptcy Act, 1914, and sect. 262 
of the Companies Act, 1929, it was a claim for unliquidated 
damages “arising otherwise than by reason of a con- 
tract,” in other words, that it was a claim based on tort. 

It was held that as the proof was based on contract 
it must be allowed, and there must be an inquiry as to 
the damages. 

(C.H. ; (1934) 50 T.L.R., 450.) 


Class Meetings of Creditors. 

Eve (J.) stated that in proceedings under sect. 153 of 
the Companies Act, 1929, for the sanction by the Court 
of a compromise or arrangement between a company and 
its creditors, or any class of them, that the responsibility 
for determining what creditors are to be summoned to 
any meeting, as constituting a class, is the applicant’s, 
and if the meetings are incorrectly convened or con- 
stituted, or an objection is taken to the presence of any 
particular creditors as having interests competing with the 
others, the objection must be taken on the hearing of the 
petition for sanction, and the applicant must take the risk 
of having it dismissed. 

(Ch. ; (1934) W.N., 142.) 


EXECUTORSHIP LAW AND TRUSTS. 
In re Garland; Eve v. Garland. 
** Occupier’? at Time of Death. 

A testator by his will dated in August, 1930, devised 
and bequeathed to his wife ar - ious? of which at the, 
time of his death he might be che owner and occupier” 
In July, 1980, he bought a house with the intention of 
residing in it. Shortly after the purchase of the house 
he became of unsound mind and was removed to a mental 
hospital. He never resided in the house, but his furniture 
was placed in it, and his wife was in occupation of it at 
the date of his death in 1933. 

Bennett (J.) held that the testator was the occupier of 
the house at the time of his death and that his widow 
was entitled to the proceeds of sale thereof. 

(Ch. ; (1934) W.N., 142.) 


REVENUE. 
Convent of Blessed Sacrament, Brighton, v. Inland 
Revenue Commissioners. 
Profits of Convent School. 
A convent was a branch of a religious order established 
for the sanctification of its members by worship and by 


labour for the benefit of their fellow creatures, par- 
ticularly by the Christian education of young girls and 
the care of the sick. The members of the community 
took vows of poverty and were entirely dependent on 
the convent for their bodily needs; they were educated 
to take part in carrying on the school or other work of the 
convent of which they were members. The main work 
of the convent was to carry on a school. 

It was held that the nuns were beneficiaries of the 
charity, which was accordingly entitled to exemption 
from income tax in respect of the profits of the school. 

(K.B.; (1934) 18 T.C., 76.) 


Lambe v. Inland Revenue Commissioners. 
Money Due but Not Received. 

Interest on a loan had not been paid and might never 
be paid. 

It was held that the amount thereof ought not to be 
included in computing the taxpayer’s income for income 
tax purposes for the year during which it was payable. 

The Special Commissioners, in confirming an assess- 
ment which included the above interest, informed the tax- 
payer that the duty thereon would not be collected until 
in fact the interest had been received by him. 

It was held that they had no power to do this. They 
could only confirm, discharge or modify an assessment 
on income received. There is no authority to make a 
contingent assessment. 

(K.B.; (1984) 1 K.B., 178.) 


Alfred Leney & Co., Limited, v. Whelan. 
Lease of Licensed Premises. 

Where income tax has been paid under Schedule A 
in respect of premises demised to a brewer, no further 
assessment can be made on the lessors under Schedule D 
by reason only of the facts that the premises are ‘“‘ tied 
houses *’ and that the rent paid by the brewer is enhanced 
owing to the opportunity which the tying covenant gives 
him of earning profits. 

The appellants were the owners of a number of licensed 
houses let to publicans subject to ‘“‘ tying ’’ covenants. 
On retiring from business, the appellants demised these 
premises to another firm of brewers at a rent based on 
earnings in previous years. The tenants of the houses 
were assessed to income tax under Schedule A and 
deducted the amount thereof from the rent paid to the 
lessees, who in turn deducted the amount from the rent 
paid to the lessors. An assessment was made on the 
lessors (the appellants) under Schedule D in the amount 
by which the rent received by them exceeded the 
Schedule A assessment, on the ground that that amount 
was a profit earned by the appellants from the assigning 
of their trade connection. 

It was held by the Court of Appeal that the sum paid 
by the lessees to the lessors was a rent only, and could 
not be split into two parts, that the liability of the 
appellants was exhausted by the Schedule A assessment, 

and that the Schedule D assessment must be discharged. 

(C.A.: (1934) 50 T.L.R., 493.) 


Rye & Eyre v. Inland Revenue Commissioners. 
Royalties on Plays. 

In 1930 a company produced an English version of a 
play by a French author residing outside the United 
Kingdom. One of the terms of the agreement with the 
author was that £300 should be paid to him in advance on 
account of royalties and this sum was sent to the author’s 
agent and subsequently assessed to income tax. The 
production resulted in a loss and there were no further 
payments. 

It was held by the Court of Appeal, affirming the 
decision of Finlay, (J.) (see Incorporated Accountants’ 
Journal, June, 1934, p. 340), that this was a periodical 
payment and not a lump sum, and under the agreement 
it was paid in advance in respect of royalties expected to 
accrue from week to week. 

(C.A. ; (1984) S.J.N., 383.) 
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The Society of Incorporated Accountants & Anditors. 


A.D. 1885. 
COUNCIL: 


President : 
EDWARD CASSLETON ELLIOTT. 


ALBERT StuaRT ALLEN. 

Ratpa MacauLay BRANSON. 
JoHN Paterson BrRopie, 
Wit1t1am NorMan Buss, 

Henry Joun BuRGEss. 

Duncan Epwarp CAMPBELL. 
ARTHUR COLLINS. 

Witu1am ALLISON Davies, O.B.E. 
Frepericx HoLLiIpay 


*Henry MorRGAN. 


Witu1am HENRY 


*Srrm Taomas KeeEns, D.L. 
Epmunp Lunp, M.B.E. 
*Sir James MarrTIN, J.P. 


*CuarRLES HEWETSON NELSON, J.P. 
JAMES PATERSON. 


WiitiiaM Paynter. 


Vice-President : 
RICHARD WILSON BARTLETT, J.P. 


ArTaur Epwin Piccorr. 
JaMES STEWART SEGGIE. 
ALAN STANDING, 

Percy Toorsi.u. 

ArTHUR HERBERT WALKEY. 
*FREDERIC WALMSLEY, J.P. 
Rates Tuomas WaRWICK. 
Epwarp Wuaitraker, J.P. 
Ricwarp ALFRED Wirry. 
Frep Woo.tey, J.P. 


PAYNE. 


*Past Presidents. 
Examiners : 


Sir Josian C. Stamp, G.B.E., Se.D., D.Sc. 
W. H. Coates, LL.B., B.Sc. (Econ.), Ph.D. 
CuarRLes HEweTson NEtson, F.S.A.A. 
Wi1tu1amM Norman Buss, F.S.A.A. 
Ricwarp A. Wirry, F.S.A.A. 


Watrer Houtman, F.S.A.A. 

Rotanp Burrows, K.C. 

CLEMENT C. GaTLEy, LL.D., D.C.L., Barrister-at-Law. 
C. B. Minne, K.C., M. ins Edinburgh. 

DENIs PRINGLE, B “A, ,LL. B.,Barrister-at-Law, Dublin. 


. L. R. Pears, M.A., M.Sc. 
Auditors: ArTraur Henry Hucaes and ALEXANDER HaNNnag, Incorporated Accountants. 


Bankers : THe BANK OF ENGLAND. 
Parliamentary Secretary : Ernest E. Epwarps, B.A., LL.B. 


Solicitors : Norton, Rose & Co. 
Secretary: A. A. Garrett, M.B.E., M.A. 


Offices and Library: Incorporated Accountants’ Hall, Victoria Embankment, London, W.C.2. 


Telephone: Temple Bar 8822. 


Telegrams: Incorpac, Estrand, London. 


Branches : 


ScoTLanp—Pheenix Buildings, 78, St. Vincent Street, 
Glasgow. 
IrELAND—34, Dame Street, Dublin. 
AUSTRALIA :— 
Victoria—3860, Collins Street, Melbourne. 
New South Wales—16, Barrack Street, Sydney. 
District 
BELFAST AND District—14/18, Coates Buildings, Castle 
Street, Belfast. 
BENGAL AND District—8/1, Bankshall Street, Calcutta. 
BIRMINGHAM AND MIDLAND — Cadogan Chambers, 
6, Cherry Street, Birmingham. 
‘Bombay AnD District—49, Apollo Street, Fort, Bombay. 
BRADFORD AND District— 31, Manor Row, Bradford. 
‘CUMBERLAND AND WEsSTMORLAND—36, Lowther Street, 
Carlisle 


DEVON AND CoRNWALL—14, Princess Square, Plymouth. 
East ANGLIA—32, Prince of Wales Road, Norwich. 

Hut anp District—Paragon House, Paragon St., Hull. 
LEICESTER AND Distrrict—Allen House, Newarke 

Street, Leicester. 

LiverPooL aNpD Districtr—22, Lord Street, Liverpool. 
Lonpon anv Districtr—lIncorporated Accountants’ Hall. 
MANCHESTER AND DistrictT—387, York Street, Manchester. 


Sours AFRICA :— 
Western Branch—404-8, Reserve Bank Chambers, 
Wale Street, Cape Town. 
Northern Branch—P.O. Box 19'7, Johannesburg. 
Eastern Branch—P.O. Box 859, Durban. 
CaNnaDA—1615-1625, New Royal "Bank Building, 


— Montreal 

NEWCASTLE-UPON-TYNE AND District—21, Grainger 
Street West, Newcastle. 

Nortsa LaNcasHirE—11, Chapel Street, Preston 

NortTs STAFFORDSHIRE—-Moor House, Burslem, Stoke- 
on-Trent. 

Notts, Dersy anp Lincotn—38, King John’s Cham- 
bers, Nottingham. 

SHEFFIELD AND District—Independent Buildings, 
Fargate, Sheffield. 

SourH OF Envoann—8-10, Portland Terrace, South- 
ampton. 

a Se AND Monmourusume—4, Park Place, 

rdi 

SwANSEA AND Souta-West Wates—Borough Trea- 
surer’s Office, Swansea. 

West or ENGLanD—British Dominions House, Bristol. 

YorxksHi1re—29, Cookridge Street, Leeds. 


There are Students’ Societies in London, Edinburgh, and Newport (Mon.), 
and in connection with the Branches and District Societies. 
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fe INCORPORATED ACCOUNTANTS’ HALL, 


VICTORIA EMBANKMENT, LONDON, W.C.2. 


; Fees For Hire oF Rooms at INCORPORATED ACCOUNTANTS’ HALL: 
2 GREAT HALL Counci, CHAMBER (Private —- only) : 
LS For 35 persons at tables: two hours -*- £1 11 6 
; For 100 panama two — one ae = : : Sat Gnd eienmneh Gomer a 10 6 
; Pur S09 pesene: Swe Seuss ... visi CoMMITTEE Room (Private Meetings only) : 
For 300 persons: two hours ... -- & 4 0 For 20 persons at tables: two hours ... £1 1 0 
For each subsequent hour ... o £2 3 © For each subsequent hour one 10 6 


PUBLICATIONS : 
The Incorporated Accountants’ Year Book (January, 3s.) ; The Incorporated Accountants’ Journal (1st of each month, 
12s. 6d. yearly) ; Incorporated Accountants’ Examination Questions (May and November, Is. per set) ; Lectures 
and Transactions of the Incorporated Accountants’ Students Society of London and District (October, 8s. 6d.)—all 
prices include postage. 


The Incorporated Accountants’ Benevolent Fund. 


President : Sin JAMES MARTIN. 


Vice-Presidents : 

ERNEST LIONEL BURTON. Sim HARRY HANDS, K.B.E. 

RTHUR COLLINS. RICHARD PHILIP PHILLIPS. 
pronente RICHARD KING FARLOW GEORGE STANHOPE PITT. 
A . WILLIAM STRACHAN 
ALEXANDER HANNAH. WILLIAM McINTOSH WHYTE. 

Trustees: HENRY JOHN BURGESS, London (Chairman). 

ARTHUR EDWIN PIGGOTT, Manchester. WILLIAM HENRY PAYNE, London. 
EDWARD WHITTAKER, Southampton. - RALPH THOMAS WARWICK, West Hartlepool. 


Bankers: BARCLAYS BANK LIMITED. 
Hon, Solicitors: NORTON, ROSE & CO. 
IIon, Auditor: WALTER SOUTHWOOD SMITH, Incorporated Accountant. 
Ilon. Secretary : A. A. GARRETT, Incorporated Accountants’ Hall, Victoria Embankment, London. W.C.2. 


This Fund is established for the assistance of necessitous Members of the Society of Incorporated Accountants 
and Auditors, and for the relief of Widows and Orphans and Dependants of deceased Members. 


Contributions may be made in three ways: Life Subscriptions, Annual Subscriptions, Donations. 
Copies of the audited accounts may be obtained of A. A. Garrett, Hon. Secretary. 
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ADVERTISEMENTS. iii 


OPPOSITE THE BRITISH MUSEUM 


THACKERAY HOTEL 


Great Russell Street, London, W.C.1 


200 Rooms with hot and cold running water and electric fires 
A number of bedrooms have private bathrooms attached 
Bedroom, Bath and Breakfast from 8/6 per night 
INCLUSIVE TERMS ON APPLICATION 
Telegrams: ‘*‘ THACKERAY, LONDON ” ‘Telephone: MUSEUM 1230 (4 lines) 


THE 
Indemnities re :— ¥r ACCIDENT and 
Forged Transfers, GUARANTEE 
Lost Documents, &c. CORPORATION, LIMITED 


| IMMEDIATE COVER for BANKRUPTCY TRUSTEES, LIQUIDATORS and RECEIVERS, 
Administration Bonds, Entertainment Tax and other Bonds to H.M. Customs and Excise. 
| Local Authorities and Commercial Policies guaranteeing the fidelity of employees of every description. 


Other classes of business transacted, e.g.: ACCIDENT, BURGLARY, 
EMPLOYERS’ LIABILITY, FIRE, MOTOR, &c., &c, 


The Ocean specialises in insurances covering LOSS OF PROFITS and other consequential results of a Fire. 


Telegrams: 


gy ee 36-44, MOORGATE, LONDON, E.C.2. METROPOLITAN 6611. 


YOU NEED 


NEWHALL INDIVIDUAL TUITION 
NEWHALL COLLEGE is the only institution which gives individual twition for the 
“Society " Examinations. 
CO L L EG E Every student of Newhall College is coached individually throughout his Course wnti/ 
successful by the Principal, LAWRANCE LUDFORD, M.Com., and a small select gop of 
Re Ae EGE oy ke OE 
’ ly x, wi i " 
| Holborn Chambers, (Suis jar tin aval tip tin Goa s meaeeeae ae 
| —Broad Street,—_ oy we ~ you a full explanation of our methods? No other institution can ive you 
same al service. 
BIRMINGHAM. - 
Consistently 
Principal: 
= cuepens THE BEST RESULTS 
LAWRANC ’ AT THE INTER. AND FINAL « SOCIETY’ EXAMINATIONS 
M.Com. : year after year 
Institute & Society MAKE SURE OF YOUR PASS 
Candidates are Coached PLEASE WRITE FOR OUR NEW “SOCIETY” PROSPECTUS. 
INDIVIDUALLY UNTIL PLEASE NOTE:— ata . ‘ “~ 
L by Mr. Every student receives an uncondition uavantee of Tuilion until successful. 
eae poe Pr Pg ” tail Library or Instalment Purchase System for Text-Books. 
MODERATE FEES 
REVISION COURSES. FULL COURSES. 
WRITE TO-DAY forProspectus, pmreRMEDIATE - £2 12 6 INTERMEDIATE - £7 7 © 
Specimen Lesson and any In- |FINAL - - - #3 13 6 FINAL - - - #9 9 0 
formation or Advice you desire. Convenient Instalments if desired. Any single subject may be taken. 
REVISION Special attention is given to students requiring Revision Courses. We 
COURSES shall be pleased to arrange a Course to meet your exact individual needs. 
ES 25 SO 5 ti seitiaiadiond 
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iv ADVERTISEMENTS. 


AUTHORITATIVE 
TEXT-BOOKS. 


[Based upon the latest Legislation) 


ACCOUNTING 
By L. C. CROPPER, F.C.A., and F. D. MORRIS, 
F.C.A. (of Knox, Cropper & Co.), an Examiner 
to the Royal Society of Arts, and A. K. FISON, 
B.A., F.C.A. (of Knox, Cropper & Co.), an 
Examiner to the Royal Society of Arts and to the 
Incorporated Secretaries Association. ; 


1,115 pp. Fifth Edition. 21s. net. 


HIGHER BOOK-KEEPING AND ACCOUNTS 
By L. C. CROPPER, F.C.A., F. D. MORRIS, 
F.C.A., and A. K. FISON, B.A., F.C.A. 

892 pp. Fifth Edition. 7s. 6d. net. 
A KEY TO THE EXERCISES. S41pp. 21s. net. 
This book has been adopted by the Incorporated 
Secretaries Association as their standard text-book on 
Book-keeping and Accountancy. 


BOOK-KEEPING AND ACCOUNTS 
By L. C. CROPPER, F.C.A., assisted by F. D. 
MORRIS, F.C.A., and A. K. FISON, B.A., F.C.A. 


1,000 pp. Sixteenth Edition. 7s. net. 
A KEY TO THE EXERCISES (but not the new 
760 pp. Examination Papers). 25s. 


PRINCIPLES AND ARITHMETIC OF 
FOREIGN EXCHANGE 
By S. E. THOMAS, B.Com., A.C.1.S., Cert.A.I.B. 
600 pp. Fifth Edition. 8s. 6d. net. 
On the list of books recommended by the Councils of the 
Institute of Bankers in England and Wales, etc. 


EXECUTORSHIP LAW AND ACCOUNTS 
By VICTOR H. M. BAYLEY, F.C.A., A.S.A.A., 
and E. WESTBY-NUNN, B.A., LL.B., Barrister- 
at-Law. 
Demy 8vo., 218 pp. 7s. 6d. net. 


PRINCIPLES OF COMPANY LAW 
By E. WESTBY-NUNN, B.A., LL.B., Barrister-at- 
Law, and E. MILES TAYLOR, F.C.A., F.S.A.A., 
and O. GRIFFITHS, M.A., LL.B., Barrister-at-Law. 
Demy 8vo.,475 pp. Third Edition. 8s. 6d. net. 


GENERAL FINANCIAL KNOWLEDGE 
Vol. 1. Banking, Currency, and Foreign Exchanges. 
By E. MILES TAYLOR, F.C.A., F.S.A.A., and 
CHARLES L. LAWTON, B.Sc. (Econ.) Lond.,A.C.A. 
Royal 8vo., 274 pp. Second Edition. 8s. net. 


GENERAL FINANCIAL KNOWLEDGE 
Vol. 2. The Principles and Practice of Finance. 
By E. MILES TAYLOR, F.C.A., F.S.A.A., and 
CHARLES L. LAWTON, B.Sc. (Econ.) Lond.,A.C.A. 
Royal 8vo., 313 pp. 10s. net. 


THE PRINCIPLES OF INCOME TAX 

By E. MILES TAYLOR, F.C.A., F.S.A.A., and 

. VICTOR H. M. BAYLEY, F.C.A., A.S.A.A. 

Demy 8vo., 165 pp. Fifth Edition. 5s. net. 
Just Published. 


MACDONALD & EVANS, 


8, John St., Bedford Row, London, W.C.1 


SAA. 1933-4 Exams. 


PRE-EMINENT 
RESULTS OF 


A.S.T.I. STUDENTS 
MAY 1933—MAY 1934 


INCLUDE 
GOLD MEDAL) — 1933 
SILVER MEDAL — 1933 
FIRST PLACE — Inter. 
FIRST PLACE — Final 
FIRST PLACE — Final 
SECOND PLACE — Inter. 
THIRD PLACE = — Inter. 
THIRD PLACE — Final 
FIFTH PLACE = — Final 


SIXTH PLACE — Final 


A Pre-eminent Coaching Service 
under the direction of 
Messrs. ALBAN & LAMB 


The Accountancy & Secretarial 
Training Institute, Ltd. 


BARCLAYS BANK CHAMBERS, 
NEWPORT, MON, 
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ADVERTISEMENTS. v 


On Fanuary 22nd, 1934 


THE FINANCIAL NEWS 


celebrated its Fiftieth Anniversary with a special 96 page Number including a 
Supplement entitled THE CITY—1884-1934. 


A very few copies still remain and can be obtained, price One Shilling (post 
free). on application to The Publisher, 20, Bishopsgate, E.C.2. 


THE FINANCIAL NEWS 


is not only the oldest, but the best, daily financial newspaper in the world. Its 

treatment of Stock Exchange and Investment matters, the Money Market and the 

Exchanges is distinguished for its independence and objectivity. In ‘ Lex” and 

“*Midas” it has two of the shrewdest and most knowledgeable Stock Exchange 

writers of the day. Its daily column ‘“ Lombard Street” is followed by bankers 

and foreign exchange experts with greater attention than any other feature in 
aily journalism dealing with money and exchanges. 


THE FINANCIAL NEWS 


is obtainable from all good newsagents throughout the Country—Twopence Daily. 


_ 


Members of the Society of Incorporated 
Accountants and Auditors should 
READ 


Frvestors’ Chronicle 


and Money Market Review 


The most influential weekly financial newspaper in Europe. 


SIXPENCE WEEKLY 
OBTAINABLE AT ALL BOOKSTALLS 


20, BISHOPSGATE, LONDON, E.C.2. 


Largest circulation of any weekly financial newspaper in the world. 
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* So far ahead 
that they are in a 
class apart 


Alexander the Grea 


Charlemagne 


Napoleon 


are not classed 


— simply among the 


Z 
a) leading soldiers of history. 


Theirs is a type of leadership which places its possessor in a class apart. 


In the same way 


THE “RULING HOUSE 


has a distinct position in the field of 
account book manufacturers. 
Roe tek ae tao one y) 


range of over 300 rulings offersaq WY - 
selection which no other manufacturer ——— yy 


has attempted to provide. 


* But because the firm which first 


| visualised a need naturally has a Write for a Catalogue of the 
better grasp of its extent, and can famous " Guildhall” Stock Ac- 
meet it in a more comprehensive 
manner. count Books to 


telligent response to your wants. You” 
can be immediately supplied with the 

exact book for your purpose. You HARVEY Ltd 
never have to accept something " just 
as good.’ LONDON ADDRESSES: 

* Specity Tollit & Harvey every time, City: 40 Gresham Street, E.C.2 


and know that you have a complete 
range from which to order. Strand: Bush House, W.C.2 


\ Westminster: 18 Victoria 
| » Street, S.W.1 


ham pra pepe TOLLIT & | 


Account Book Makers to the City 
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METROPOLITAN COLLEGE 


ST. ALBANS — LONDON — MANCHESTER 


The Metropolitan College Ac- ' » \ That the Coaching provided by the 
countancy Examination Courses Metropolitan College constitutes 
ry one conducted by Mr. a most reliable means of achiev- 


TTT 
Wn 
yw 
auc! 


Vickery, F.C.A.,F.S.A.A., > 
: ig complete success at the exam- 
oe Sa inations is clearly evidenced by 
(most of w are honoursmen) the excellent vecord of Results 

; obtained by M.C. students at the 
and many Barristers - at - Law, we 6 s 
University Graduates in Laws, @\h4ur OPTIMUM > examinations of the Institute 
Economics, &c. and Society, thus ; 


At the C.A. (England and Wales) and S.A.A. 
Examinations Students of the Metropolitan 
College gained more than 


3,800 SUCCESSES | 
83 HONOURS 


including 22 First, 13 Second and 
14 Third Places | 


IN THE LAST 10 YEARS 


— >>> ttt ee Owe ores 


} Metropolitan College S.A.A. Exam. Students gained | 
| ONE OR MORE FIRST PLACES |: 
} IN EACH OF THE LAST 16 YEARS 


4 
except in the year 1921, when they gained two 2nd, etc., Places. } 


oo Quit. oe oro 


_—_oowoooooo 


WRITE OR CALL TO-DAY for full particulars and a copy 
of the College “Accountancy Prospectus” to Dept. A3, 


LONDON: 40-42, Queen Victoria St., E.C.4 (City 6280.) BELFAST: 7, Bedford St. 
BIRMINGHAM : 33, Newhall St. BLACKPOOL: 29, Birley St. BRADFORD: 40, North Parade. 
BRIGHTON: Un. Bk. Chambers, 9, North St. BRISTOL: 44,Corn St. CARDIFF : 12, Windsor 
Place, and at 15, Adelaide St., Docks. CARLISLE: 36, Lowther St. HULL: 10, Silver St. 
KEIGHLEY : Masonic Bldgs., Cooke St. LEEDS: Sun Bidgs., 15, Park Row. LEICESTER : Crown 
Bldgs., Loseby Lane. LIVERPOOL 2: 14, Tithebarn Street. MANCHESTER : 21 Spring Gardens, 2. 
NEWCASTLE-ON-TYNE: 50, Grainger St. NOTTINGHAM: 2, King St. PRESTON: 18, Winckley Sq. 
SHEFFIELD : 11, York St. SOUTHAMPTON : 27, Portland Terrace. SWANSEA: 11 Heathfield St. 


(Usual Office Hours—Evenings by Appointment.) 
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viii ADVERTISEMENTS. 


THE CASE’ FOR UP-TO-DATE MECHANIZATION—CONCRETE EXAMPLE No. 


One latest model Sundstrand 
does the work of 
several older models! 


despatched by the 3rd of the succeeding month 
instead of the 10th, or later as heretofore, with 


How a large Electrical Supplies Manufacturer 
speeded up collection of accounts and reduced 
overheads by the replacement of obsolete 
accounting machine equipment. 


Formerly, although customers’ statements and 
ledgers were posted by machines, the daily proof 
and monthly balancing had to be completed as 
separate operations, involving a great deal of 
additional work and consequent delay in the 
despatch of customers’ accounts. 


Now, customer’s statement and ledger are posted, 
balanced and proved automatically—in one opera- 
tion—making possible absolute daily control of 
accuracy. Customers’ statements are now 


UNDERWOOD ELLIOTT 


FISHER 


consequent improvement in collections. 


Further 


3 


, 


the separate operations of balancing and proving 
have been eliminated and three people have been 


released for important 
work in other departments. 


The many advantages and 
improvements embodied in 
the new model Underwood, 
Elliott Fisher and Sund- 
strand Accounting Machines 
make consideration of the 
replacement of old equip- 
ment well worth while. 


LIMITED 


120 QUEEN VICTORIA STREET, LONDON, E.C.4 . 


Tel. CENtral 1080. 15 lines. 


Mechanization is as vital to the small firm as to the large organisation. 


The 


ae SUNDSTRAND 
ACCOUNTING MACHINE 
Only 12 figure keys—one 
hand control — “ Touch 
operation” easier than on 
a typewriter. 


40 Provincial Branches 


Machines 
designed for all 
Accounting routine 
including :-— 
Order writing 
Invoicing. _Listing 
Sales Ledger Posting 
Sales Analysis 
Stock Records 
Payroll. 


Customers’ 
Statements 


Purchase Ledger 
Posting 
Expense Analysis 
Hire Purchase 
Accounts 


specially — 


Costing 


' 
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2 PROOF OF | 
NECESSITY OF INSURANCE 


A Clerk having been convicted of embezzlement, his employer 

claimed against his Accountants for alleged negligence in not | 

discovering the fraud although their work was confined to | 
preparing accounts for Income Tax purposes. 


The action was withdrawn on the eve of trial, but Accountants’ 
legal expenses, amounting to over £1,000, proved irrecoverable 
owing to financial position of plaintiff. 


Send for Specimen Policy stating total number of Partners and Staff 


MUIR BEDDALL & CO. LTD. 


INCORPORATED INSURANCE BROKERS 
37, GRACECHURCH STREET, LONDON, E.C.3 
Telephone: Mansion House 0404 (5 lines). 


Also at 49, King St., Manchester; 1, Rue Taitbout, Paris; 465, St. John St., Montreal; 
and 40-42, St. George’s St., Cape Town. 


= 


SOLICITORS’ BOOK -KEEPING 


ITH the assistance of Professional Advisers Messrs. Shaw & Sons 
Ltd. have prepared a series of Account Books for Solicitors. The 
Books are grouped into three distinct systems, the adoption of any one 
of which will ensure compliance with the Solicitors’ Accounts Rules. 


A complete List of Books with illustrations of the Rulings and 
Working Notes will be forwarded post free on request to any 
Accountant mentioning this announcement. 


SHAW & SONS LTD. 7, rerter LANE, FLEET STREET, 


LAW STATIONERS & PUBLISHERS LONDON, E.C.4 
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x ADVERTISEMENTS. 


No other press has all 
these essential features: 


Permanent, dead-straight contact. 
Compensated lever action. 

Precision made, interchangeable parts. 
Drawn steel, oil tempered springs. 
Automatic Seven inch reach. 


Big arch enabling ANY size document to 
be easily sealed. 


Oval arch for sealing folded and bound 
documents. 


Die and Counterpart cannot turn in use. 
Made on “‘H”’ Girder principle—the strongest 


press made. 
21 /- 


Carriage Paid 


And the price—with die and counter- 
part (up to 36 letters) complete. 


Why pay good money for less. 


PROGRESS OF 
THE PRESS 


ENGINEERING 
TRIUMPH 


The seal press has seen little change since it 
was first produced. From time to time we have 
made minor improvements, but it is no small 
thing to make radical changes in an article 
which has served its purpose for haifa century. 
The ordinary press still serves its purpose, but 
no one can Say that it serves efficiently and well. 
A document may be easily cut when the die 
and counterpart are not parallel, and you may 
vainly try to seal when the counterpart has 
worked loose. 

Have you ever tried to seal a large document in 
an ordinary Press ? First this way and then that 
—even if you succeed, the document is creased 
and crumpled beyond recognition. Certainly, 
a seal press weighs less to-day than formerly ; 
many of them are a mere metal shell, and 
caution is needed in their use. In design, the 
seal press lags far behind anything else in the 
office, and while design may be considered un- 
important, it must be remembered that out-of- 
date design cannot house modern mechanism. 
The seal press lacked many things, and this was 
very evident when the seal was required in a 
hurry. As we have said, it is no small thing to 
make radical changes in an article which has 
been in existence for fifty years, and it has been 
a matter for long consideration. Now, we say 
that the new seal is so obviously superior that 
it seems incredible that anyone should de- 
liberately choose the old. That is only our 
opinion, but we ask you to consider the merits 
of the new press, with its many obvious ad- 
vantages over the old. In the “‘H’’ Girder 
Press are things you never expect in a press of 
the size and price, and some things you have 
never seen before. These things are new ina 
press, but common in engineering. This press 
alone uses the strongest principle known to 
the engineer—the ‘‘H”’ Section Girder, and 
who dare assert that strength is not essential 
in a seal press? You never know when you 
may have a large document to seal, but you can 
be certain that all other presses of this size and 
price have their limitations—so has the ‘‘H ”’ 
Girder Press, but the limit is far beyond any- 
thing you will ever need. The ‘‘H”’ Girder 
Press costs the same as a press without the 
essential patented features—you do not have to 
pay one penny more for them—why pay good 
money for less ? 


H. HOWES & Co., Ltd. 


London Branch Shops : 
4, UNION COURT, E.C.2. 
27, OLD JEWRY, E.C.2. 
13, BELL YARD, W.C.2. 
Country Order Department : 
53-55, MANSELL STREET, E.I. 


AND THE PREMIER COMPANY SERVICE 
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LIVERPOOL 
INVESTMENT 
BUILDING SOCIETY 


ASSETS EXCEED £2,500,000 
33% 
**D”’ Shares, free of Income Tax 


21% to 3% 
on Deposits, free of Income Tax 


Prospectus will be forwarded on 
application. 


Chairman : 
C. Hewetson Nelson, J.P., F.S.A.A. 


Manager : 
Stanley W. Hanscombe, A.S.A.A. 


LONDON OFFICE 
13, FINSBURY SQUARE, E.C.2. 
Tel. : National 3780. 


HEAD OFFICE : 
67, LORD STREET, LIVERPOOL, 2. 
Tel.: Bank 146 & 147. 


Students of Accountancy and allied 
subjects will find the following 
authoritative text books of the 
utmost assistance in 
preparing for ex- 


NCOME TAX, 


SUPER-TAX & SUR-TAX 
By a Chartered Accountant. New revised 
eighth edition. 142 pages, full cloth. 6/- net 


COMMERCE, ITS THEORY & PRACTICE 


By S. EVELYN THOMAS, B.Com. (Lond.). A compre- 
hensive and clear book of reference for the Business or 
Professional man. Covers completely the questions on the 
theory and practice of commerce set at the Intermediate and 
Final examinations of the I.C.A. and other Accountants’ 
Professional Associations. 882 pages, cloth. 10/6 net. 


PRINCIPLES & PRACTICE OF 


BOOK-KEEPING & ACCOUNTS 
By B. G. VICKERY, F.C.A., F.C.LS. (Seventh Edition) 
An _ intermediate text book for Accountancy 
students preparing for examinations of C.A., 
C.R.A. 664 pages, bound in cloth. 
s. 6d. net. 


From all 
booksellers or direct from 


The GREGG 


PUBLISHING CO., LTD. 
Gregg House, Russell Sq., LONDON, W.C.1 


The Statist 


EST. 1878. 


At all 


Every Saturday 


FINANCE 
TRADE 
INVESTMENT 


“THE STATIST has played a con- 
spicuous and worthy part in enlightening 
the public on financial and economic 
questions.” 


Mr. F. C. GOODENOUGH, 
Chairman, Barclay’s Bank Ltd., London. 


EXECUTOR 


AND 


TRUSTEE 


ACCOUNTANTS CAN SAFELY 
RECOMMEND THE 


ATLAS 


ASSURANCE COMPANY LIMITED 
92 CHEAPSIDE, E.C.2 


(Estd. 1808) 


Assets Exceed 
£15,000,000 


Write to the above address, or ring National 7600 
Extn. 285 for an Executor and Trustee booklet. 


Be 
_— | —_ 
_ 
a | 
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PUBLISHED BY PITMAN 
HIGHER CONTROL 


A Manual for Company Directors, Secretaries 


| and Accountants 


By T. G. ROSE, M.I.Mech.£., M.IP.E., F.I.1A., 


Author of ‘Business Charts,’’ etc. 


This book describes the uses and practical working of a new stardardised system 
of setting out the facts and figures of any business from the point of view of 


profitable management. 


technique, already widely known as Higher Control. 


This system is the latest development of management 


It indicates the trend of 


business, which activities are paying and which are not, and it enormously 


facilitates direction and management. 


Everyone engaged in the direction and 


management of business enterprise should read this first published account 


of Higher Control, described by its initiator. 
269 pages. 


- 12/6 net. 


Fully illustrated - 


A Selected List of Recommended Textbooks : 


Accountancy. A Textbook for the Professional 
Accountant and Advanced Commercial Examina- 
tions. By William Pickles, B.Com. (Vict.), 

F.C.A., A.S.A.A. (Hons.). 1,352 pages. 15/- 


Commercial Law Cases. Being Notes on 
Leading Cases in Commercial Law for Students. 
By Albert Crew, of Gray’s Inn and the Middle 
Temple, Barrister-at-Law. 274 pages. 6/- net. 


Profits and Balance Sheet Adjustments. By 
P. Taggart, F.S.A.A., A.I.M.T.A. 130 pages. 
5/- net. 


The Principles of Auditing. A _ Practical 
Manual for Students and Practitioners. By 
F. R. M. de Paula, O.B.E., F.C.A. 264 pages, 


Sixth Edition. 7/6 
Club Accounts. By C. A. Holliday, A.S.A.A. 
79 pages. 2/- net. 


Accounts of Executors, Administrators and 
Trustees. With a Summary of the Law in so 
far as it Relates to the Accounts. By William 
B. Phillips, F.C.A., A.C.I.S. 162 pages. Seventh 
Edition. 5/- 


Multiple Shop Accounts. A Guide to the 

Accountancy and Audit of Multiple Shop Com- 

panies. By R. F. Daly, A.C.A. 192 pages. 
7/6 net. 


Commodity Market Terms. By Cuthbert 
Maughan, Author of “ Trade Term Definitions,” 
etc. 244 pages. 7/6 net. 


Secretarial Practice of Public Service Com- 
panies. By E. G. Janes, A.C.1.S. 278 pages. 
10/6 net. 


Capital Underwriting. By David Finnie, M.A., 
C.A. Author of “ Finding Capital for Business.” 
222 pages. 10/6 net. 


Alteration of Share Capital. “By P. Lea Reed, 
A.I.S.A., and C. Wright, A.C.A. 151 pages. 
5/- net. 


Audit Programmes. Being an Outline of the 
Principal Points Involved in Some Special Kinds 
of Audits. By E. E. Spicer, F.C.A., and E. C. 
Pegler, F.C.A. 124 pages. Eighth Edition. 
4/6 net. 


Order from a Bookseller or direct from the Publishers: 
PITMAN - Parker Street - Kingsway - London, W.C.2 
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THE EXAMINATION RESULTS 


obtained by Pupils of 


H. Foutks LYNCH & Co. 


as a whole, at the May 1934 Examinations of 


THE SOCIETY OF 
INCORPORATED ACCOUNTANTS AND AUDITORS 


are given hereun eo clear and concise manner, by means of detailed Percentages of Passes 
wid—cateuated. @ defini nite bases—are of the greatest interest to the large majority of Candidates. 


MAY 1934 


PERCENTAGES OF PASSES 


Compare 
PERCENTAGES 
based on 


(a) ALL those Course Pupils presented who 7 Re / . 6 1° / . 
completed two-thirds of their Course 


nd 

° / 

(b) Every Course Pupil presented by the Company 56 % 46 /o 
with those based on 

ALL CANDIDATES WHO SAT (Official figures) 48 % 42% 


N.B ven Tinee Voscmmame 2 hy Hy Ee ted on the usual definite 
bases uniformly employed by the Company. See the Syllabus of Tuition. 


HONOURS 


FIRST PLACE—FINAL 
SECOND PLACE—-FINAL 


First Prize 
ALSO 


| SIXTH PLACE—INTERMEDIATE 
10, IRONMONGER LANE, LONDON, E.C.2. 


_ 
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NOW READY 


THE CONDUCT OF 
AND PROCEDURE AT 


Public, Company, 
Local Government 


Meetings 


(The Companies Act, 1929, and The Local 
Government Act, 1933). 


By ALBERT CREW, 


of Gray’s Inn and the 
Middle Temple, 
Recorder of Sandwich. 


l4thEd. 7s. 6d.; by post 8s. 


The new edition of this well known 
textbook has been enlarged by the in- 
clusion of the provisions of the new Act 
relating to meetings of Local Authorities. 


Part | (Chapters I-XI) deals with 
Public Meetings other than Company 
Meetings, Part Il (Chapters XII-XXI) 
with the Meetings of Directors of Com- 
— and Meetings of Shareholders, 

rt Ill (Chapter XXII) with Meetings 
of Creditors and Contributories in a 
Winding Up, and Part IV (Chapters 
XXIlIl-XXIV) with Meetings of Local 
Authorities. The conduct of each class 
of Meeting is fully discussed, and the 
book is a comprehensive guide to the 
subject. With Appendixes, including 
latest examination test questions. 


** It is recognised as a Standard Work on 
the subject.’-—Accountants’ Magazine. 


‘* Points of difficulty affecting the law 
and practice of Company Meetings are 
fully dealt with.’’-—Law Times. 


Jordan & Sons, Limited. 


Company Registration Agents, 
Publishers, 


116 to 118, CHANCERY LANE, 


LONDON, W.C.2. 
Telephone: 


Telegrams : 
Holborn 0434. “ Certificate, Estrand, London.”’ 


13, BROAD STREET PLACE, E.C.2 


VALUATIONS 


ARE ALWAYS HELPFUL—FREQUENTLY 
NECESSARY 


For Public Limited Liability Con- 
cerns Independent Valuations are 
helpful to the Accountants, they relieve 
the Directors from an unnecessary and 
undesirable responsibility, and give 
immense satisfaction to their Share- 
holders and other classes of Investors. 


A basis of Security for a Debenture 
issue or Mortgage cannot be satisfactorily 
arrived at without an independent valua- 
tion of the physical assets and the measure 
of success attending an invitation for 
subscriptions depends very largely upon the 
reputation of the valuers. 


For Private Concerns, valuations are 
no less helpful, enabting tne owners to 
claim the full allowances tc which they 
are entitled for Depreciation and 
Obsolescence. Zu pericically adjust 
their Fire Insurance risks. To secure 
(if so desired) Financial Assistance 
from their bankers or other sources. To 
combat Assessments—and these do not 
exhaust the benefits to be derived from 
periodical valuations. 


SINCE 1850 
we have specialised in valuations of 


INDUSTRIAL WORKS, PLANT & EQUIPMENT 


During that period our valuations of 
manufacturing concerns run into many 
Hundreds of Millions of pounds 
and cover almost every phase of manu- 
facturing activity. 


We respectfully submit 

we have some justifica- 

tion in soliciting your 
patronage. 


WHEATLEY KIRK, PRICE & CO. 


MECHANICAL and one 
AUCTIONEERS and VALUERS 
46, WATLING ST., LONDON, E.C.4 
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City of London College 


ROPEMAKER ST., MOORFIELDS, E.C.2 


Depariment of Professional Studies : 
Head of Department—Dr. E. C. McWILLIAM, F.C.A. 


Complete Courses of Lectures 


in preparation for the examinations of the 


INSTITUTE AND SOCIETY 


ENROLMENT for next SESSION 
19th and 20th September, 1934 
(6 to 8 p.m.) 


REVISION CLASSES are also held 


UNIVERSITY OF LONDON 


COMMERCE DEGREE 
BUREAU 


The Official Institution for the 
assistance of EXTERNAL STUDENTS 
preparing for the COMMERCE 
DEGREE EXAMINATIONS of the 
UNIVERSITY OF LONDON 


Accountants and Articled Clerks, 
especially those living in the Pro- 


vinces, wishing to read for the Degree, 
should write for Prospectus to the 


Secretary :— 


Mr. H. J. CRAWFORD, B.A. 
46, Russell Square, London, W.C.1. 


A BOOKLET containing time-tables and 
syllabus of the courses is obtainable from 
the Secretary. 


Single-subject Classes may also be taken 
in Income Tax, Company Accounts, Costing, 
Statistical Methods, Executorship, &c. 


TWO IMPORTANT ANNOUNCEMENTS 


To mark its Twenty-fifth year of suc- NOW READY 


cessful Service, The School is making 4 
to Society and Institute candidates a NEW wee COURSE 


SPECIAL OFFER MECHANISED ACCOUNTING 


Invaluable to all progressive students, 
FREE 


Practising and Commercial Accountants, 
TEXT-BOOKS 


Secretaries and Business Executives. 

Details and Synopsis post free on 

A copy of The School’s Prospectus with full details will be sent, post free, 
on application. 


application. 
THE SCHOOL OF ACCOUNTANCY 


457, BUSH HOUSE, LONDON, W.C.2. 
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xvi ADVERTISEMENTS. 


FIRST EDITION, 1934 


Logarithms, Numerical & Graphical 


FOR THE PRACTICAL MAN (the man whose chief or only interest in mathematics is to 
use them, in the easiest possible way, as a tool for calculating) 


by N. R. CORKE, A.M.1.E.E. 
The only book to cover Numerical Logarithms (including Log-Logs) ; the Calculating Slide Rule ; Log 
and Semi-Log Graph Paper; Alignment Charts (Nomograms) ; with many Commercial and Technical 
Examples, Log, Colog, Log-Log and Conversion Tables. Appendix on Formule, etc. 
Contains much original work, and is designed for self study by Business Men, Engineers, Chemists, 
Architects, Actuaries, Students and others. 


8s. 6d. net Post free U.K. 9s. Abroad 9s. 3d. 


‘““Taxation’’ Practitioners’ Guide 
by G. B. BURR, F.C.I.S. 


Formerly of the Inland Revenue Department, in collaboration with 


RONALD STAPLES, Editor of ‘ Taxation’’ 
Formerly of the Inland Revenue Department. 

A loose-leaf handbook which will enable you to trace a special point or subject with speed and certainty. 
A desk-book which will become the counterpart of Inspectors’ Instructions. He 
ALWAYS UP-TO-DATE by the periodical issue of loose-leaf supplementary pages. 3 
Alphabetically arranged. Practical Loose-leaf Form. Important Board Circulars and Arrangements. 
Changes in Principle under Case Law. Summary of Important Provisions. Summary of Difficult Subjects 
(Dispositions of Income, etc.). References to Information on Special Subjects (Recent Dominion Taxes, 
Special Trades, etc.). Tables for Quick Reference (e.g., Residence and Domicile). References to little 
known Works (e.g., The Land Tax). Tables of Rates of Tax, Allowances, Wear and Tear Rates and 
5 Days in the Revenue Year. 
‘ Price 7s. 6d. post free FE 
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FIRST EDITION, 1933. 
Should Chartered and Incorporated Accountants Hold Directorships? 
See Section No. 46 of 


Don’ts for Articled Clerks and Young 


Practitioners 
by HARRY C. KING, F.S.A.A., Incorporated Accountant. 


Paper Cover 2s. 6d. net Post free U.K. 2s. 8d. Abroad 2s. Id. 
Cloth Cover 3s. 6d. net Post free U.K. 3s. 8d. Abroad 3s. I1d. 
Gee’s 


“Keyfile”’ 


[PATENT APPLIED FOR No. 35188/31] 


Keeps your Duplicate Keys safe and in order 


Gee’s ‘‘ KEYFILE ”’ is made for keeping the duplicate keys of all office or private safes, desks, files, doors, 
cupboards, &c. It should be kept in the Principal’s safe. The required key can be found instantly. 
The “‘ KEYFILE”’ is strongly made in the form of a book, each key is hung on its special hook with 
space for entering against each key: 
1 What key it is 2 The number of keys in existence 3 By whom they are held. 
The ‘“ KEYFILE ”’ is indexed and all the keys are numbered. 
USES Duplicate key available at once if keys are left at home or lost or if it is required to make 


a new key. 
SIZES The different sizes of the “‘KEYFILE” accommodate 24, 36, 48 or 96 keys. Files holding 


more than 96 keys (in multiples of 12) can be made to order in three days, the price being Is. extra 
for each twelve keys. 
j #1 PRICES: KEYFILE for 24, 36 or 48 keys 5s. net, Post free 5s. 9d. KEYFILE for 96 keys 
; 2] 7s. 6d. net, Post free 8s. 3d. Larger sizes in multiples of 12 keys pro rata at Is. per dozen 
; keys (to order in 3 days). 


IN STOCK AT THE CITY LIBRARY, 41, MOORGATE, E.C.2 


GEE & CO. CO. (Publishers) LTp.,6, KIRBY STREET, LON DON, E. C. L 
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ADVERTISEMENTS. 


5 --= 


HOWARD 


ACCOUNTANTS’ RENDEZVOUS 
FEW YARDS FROM THE SOCIETY. 


Very latest refinéMents, plus that first-class service 
obtainable only in London’s luxury hotels. The 
Restaurant is unsurpassed, the rooms are the 
most comfortable and up-to-date in Town, the 
bathrooms and suites are really luxurious. Room, 


HOTEL ""sin,es"e" 


LONDON 


Temple Bar 4400. 


bath and full breakfast from 10/6.. 
Wires : Howdotel, London 


Established 


Guardian Assurance Company Ltd. 


Head Office—68, KING WILLIAM STREET, E.C. 4. 


1821. 


Law Courts Branch—21, FLEET STREET, E.C.4. 


PAID-UP CAPITAL, £1,024,578 | 


TOTAL ASSETS, £14,500,000. 


THE COMPANY TRANSACTS ALL THE PRINCIPAL CLASSES OF 
INSURANCE BUSINESS, AND ACTS AS TRUSTEE OR EXECUTOR. 


Legal & Government Bonds. The “GUARDIAN” is in the front rank of Companies transacting Fidelity 
Insurance. The Company’s Bonds are accepted by the High Court and all departments of H.M. Government. 
usual Commercia! Policies are issued on behalf of Secretaries, Managers, Cashiers, Clerks, &c. 


The 


immediate issue of Cover Notes when required on behalf ef ACCOUNTANTS as 
RECEIVERS (Chancery), BANKRUPTCY TRUSTEES, LIQUIDATORS, &c. 


INSTITUTE OF DIRECTORS 


FOUNDED 1903 ROYAL CHARTER 1906 


LIBRARY & OFFICES : 
25, Laurence Pountney Lane, London, E.C.4. 


T 


“ Telephone : 
“INTRO, CANNON, LONDON” MANSION HOUSE 6483 


The objects specified in the Royal Charter include 
the following: 


1.—To afford a means of communication 
between Directors of Companies 
on matters affecting their various 
interests. 


2.—To arrange periodical meetings for . 
the reading of papers and the dis- 
cussion of matters connected with 
the duties and responsibilities of 
Directors of Companies. 

8.—To ascertain and notify the law and 
practice relating to all things con- 
nected with the duties of Directors. 


oo 


Full ticulars of the Institute and its publications 


may be obtained upon application at the above address. 


Important to Accountants 


IMMEDIATE Security for 
TRUSTEES IN BANKRUPTCY, 


sa IPS 
CONTROLLERSHIPS 


is granted by the 


BRITISH LAW 


INSURANCE COMPANY LTD. 


Whose Fidelity Bonds are accepted by 
all Departments of H.M. Government 


Head Office : 
31 & 32, KING ST., CHEAPSIDE, LONDON, E.C. 2 


Telephone—METROPOLITAN 9851 (5 lines). 
Telegrams —“ BRITLAW. CENT, LONDON.” 


Quotatiens for other classes of Insurance 
promptly submitted upon application. 


| LL 


po xvii 
Bo. Oo aaa 
gf edd ae 
Sent ae a : 
_ Cia Chace 
a |; tc (kee 
ee a 
ofoOOOl OOOO OOOO 0 
Bo 
ee 
| 
ee 
ool 


READY IN OCTOBER. 


REGISTERED 


ACCOUNTANTS’ and 
AUDITORS’ DIARY 


“1935 am 


Published in the following Editions : 
K B Two days to a page, Stiff Boards - - ° - - 6/- 


KC , . o Brown Cloth - - - - - S&/= 
* a Interleaved with Blotting, Stiff Boards 7/6 
<4 * ww " Interleaved with Blotting, Brown Cloth 9/= 
MB One day to a page, Stiff Boards - - - - - 9/- 
mc, . - Brown Cloth - - - - - 11/- 
a Interleaved with Blotting, Stiff Boards 10/- 


SS «a ‘os Interleaved with Blotting, Brown Cloth 12/6 


ALL Editions are Foolscap Folio and 
contain full and complete Editorial Matter. 


HE Diary part contains columns for ‘‘ Time of Appointment,’ ‘‘Name 

of Client or Estate,’’ ‘‘How Occupied,’’ ‘‘Posting Folio’’ and ‘‘Number of 
Hours,’’ thus forming a most valuable Record for Principals and Clerks; also 
a useful and complete Monthly Summary of Time, embracing ‘‘ Name of Client 
or Estate,’’ column for each Month, and also columns for ‘‘ Folio,’’ ‘* Total 
Hours,’’ *‘ Number of Days,” ‘‘ Rate per Day’’ and ‘* Charges."’ 


The Cloth Editions contain an additional four sheets of the 
“ Time Summary.” 


Edited by an Eminent City of London Accountant. 


Contains Valuable and Complete Information for the above Professions. 


The provisions of the Finance Acts up to and including 1934, relating to 
Income Tax and Sur Tax, together with the provisions as to Personal 
and Life Assurance Allowances, etc., are fully dealt with in all Editions. 


Information is also given as to relief from Double Taxation, Sales 
and Purchases cum dividend, and other matters. 


¢, To avoid the trouble and expense of Book-keeping and rendering Accounts, Postal Orders 
or Cheque with Order will much oblige. The same will be acknowledged per return. 


T. WHITTINGHAM & CO., LTD. 


Accountants’ Stationers & Printers, 


Registered Office: 50, SOUTHWARK BRIDGE ROAD, S.E.1 


And at 35, BUCKLERSBURY, LONDON, E.C.4 . 
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ADVERTISEMENTS. 


3,000 MEDALS and PRIZES 


have been secured at recent Public Examinations 
by Candidates who have used 


THE STUDENT'S 


COMPLETE COMMERCIAL 


BOOK-KEEPING, sz: 


ACCOUNTING BANKING 


Bw ARTHUR FIELDHOUSE, Accountant, 

66, Trinity Street, Huddersfield, Yorks, 
who will forward copy Index, ong 358 References, 
on receipt of post card addressed to Box uddersfield. 


NEW EDITION — FORTY-THIRD !!! 
1,000 pp. 400 EXERCISES. KEY ready. 
Price 7/6; Post Free 8/-. 1,200,000 Copies Seid. 
It is the only RELIABLE, COMPLETE and UP-TO-DATE GUIDE 
to all THe SECRETAN and includes 1932 EXAM. PAPERS 


ly, at the rate one per 
oe a at oe 


contusion without poor 1 Prod 4 te 
PUBLISHED BY 

FIELDHOUSE, P.O. BoxA27, Huddersfield; or SIMPKINS, London 

Of all Booksellers and GEE & CO,, 41 Moorgate, E.C.2 


The 
—Moriety of Incorporated Accountants 
and Auditors. 


APPOINTMENTS DEPARTMENT. 


EMBERS of the Society of Incorporated Accountants 
desiring appointments may register their names with the 
Society's Appointments Department. They will then be advised 
of any vacancies which may come to the notice of the Secretary. 


The Secretary will also be glad to receive early information of 
any vacancies which may come before members of the Society. 


No fees whatever are charged either to those who register 
their names with the Appointments Department or to those 
who desire applications from Incorporated Accountants. 

Communications should be sent to The Secretary, Society 
of Incorporated Accountants and Auditors (Appointments 
Department), Incorporated Accountants’ Hall, Victoria Embank- 
ment, London, W.C.2. 


Jordans 
1.000 Company 
Service 


Incorporation of Companies 


The accumulated experience 

- of Seventy years of Company 

“~ ‘Registration is at the service 
.... Of the Profession. 


Prospectuses 
Printing, Advertising and Cir- 
culating. 
Expert service in printing pro- 
spectuses. Assistance in draft- 
ing preliminary notices and 
placing advertisements in the 
best media. Posting to 
potential Investors. 


Books and Forms 


! Jordans’ Books on Company 
Law and Practice are authori- 
tative and cover the whole 
field of the subject. 


Voluntary Liquidation 


All the London business in 
either a Members’ or a Credi- 
tors’ Voluntary Winding Up 
conducted for Liquidators. 


Write or Phone 


Jordan &Sons,Limited 


Company Registration Agents 
Law Publishers 
116 to 118 CHANCERY LANE 
w.c.2 


and 13 BROAD ST. PLACE, E.C.2 
"Phone Holborn 0434. 
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xx ADVERTISEMENTS. 


The Fmanetal Tims. 
MIM EA. | 
INDISPENSABLE TO BUSINESS MEN. 


To every Accountant and Company Secretary, The Financial Times is a daily necessity. 


Mr. F. D. Head, B.A., the well known authority on Company Law, contributes a special 
article each week devoted to Secretarial matters. This feature has been so much 
appreciated that it has been running for several years. 


The Financial Times deals day by day, accurately and fully, with all the varying 
aspects of National, International, and Joint Stock finance, and, in addition, contains 


— information and advice of particular interest to Directors of Companies and the 
vestor. 


For over 40 years The Financial Times has specialised daily in providing financial 
infermation in all its various phases, and to-day it is a journal of international repute. 
Frem its pages the investing public obtain a wealth of expert and specialised opinion, 
with an array of financial facts and figures impossible to procure elsewhere. 


6 Of. ° Of. LARGEST CIRCULATION OF 
—— a 


IN THE EMPIRE. 


Head Office: 72, COLEMAN STREET, E.C.2. 


ACCOUNTANCY AND LAW PUBLICATIONS 


Sth Edition Arbitrations and Awards _ 8y Ranking, Spicer & Pegler 
“Eminently useful for the layman who finds himself called upon 
Price 7/6 to act as Arbitrator. ”’ Post free 8/- 
9th Edition Bookkeeping and Accounts By Spicer & Pegler 
Price 20/- a he Fre) Post free 20/9 
8th Edition Examination Note Book By Spicer & Pegler 
“A brief and concise summary of those matters which are 
Price 4/- of importance to Accountant Students.”’ Post free 4/6 


Published by and obtainable from’ :— 


H.F.L. (PUBLISHERS) LTD. 
19 FENCHURCH STREET, LONDON, E.C.3 novai'sfh?2%ine 
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ADVERTISEMENTS, xxi 


Now Ready. 


SOLICITORS’ ACCOUNTS 


AND THE SOLICITORS ACT, 1933, 
AND RULES MADE THEREUNDER 
By The Rt. Hon. 

Sir DENNIS HERBERT, K.B.E., M.P. 
Solicitor of the Supreme Court, Member of the Council of the Law Society, 
and P. H. BLACKWELL, F.C.A. 

With a Foreword by The Lord PLENDER, G.B.E., LL.D. 
Past President of the Institute of Chartered Accountants. 
THE Solicitors’ Accounts Rules, 1935, which 

materially affect the keeping of Solicitors’ ac- 
counts, have now been issued, and every Accountant 
should acquaint himself thoroughly with their 
provisions. 

The Legal and Accountancy sides of the subject have 
both been fully dealt with, and a detailed explana- 
tion given of the method of keeping Solicitors’ 
books in accordance with the new Rules, amply 
illustrated by practical examples. The advantages 
and disadvantages of separate cash books and ledgers 
for clients’ money accounts and office accounts are 
clearly set out. 


Price 7/ 6 net, or by post 8s. 
THE SOLICITORS’ 
LAW STATIONERY SOCIETY, LIMITED 


LONDON: 22 CHANCERY LANE, W.C.2 
also LIVERPOOL :; BIRMINGHAM :: GLASGOW 


| 


| COURT "BONDS 


on behalf of 
| Trustees IN BANKRUPTCY 
| and under Deeps oF ARRANGEMENT, 
Liquipators and SPECIAL MANAGERS, 
| RECEIVERS IN CHANCERY, K1nG's BENCH and 
MANAGEMENT and ADMINISTRATION DEPARTMENT, 
ADMINISTRATORS, 


CommerciaL Fipetiry GUARANTEES, 


| Customs and Excise Bonps, 
| SPECIAL INDEMNITIES in connection with 


Misstnc BENEFICIARIES, 
‘Lost Documents, and Derects IN TITLE, 


Apply to the 


PHCENIX 


Assurance Company, Limited. 


Head Office: 
PHENIX HOUSE, KING WILLIAM ST., LONDON, E.C.4 


Tee 


JUST PUBLISHED. 
15s. 6d. post free. 


PROCEDURE AT AND 


LAW RELATING TO 
MEETINGS 


(PUBLIC, PARLIAMENTARY, 
COMPANY AND LOCAL 
AUTHORITIES) 


BY 
FRANK SHACKLETON, F.C.LS. 


More than 200 Cases are cited and many Forms and 
Precedents are printed. 


The most exhaustive work on the subject. 


“It can truly be said that Mr. Shackleton has 
given good measure, pressed down and running 
over. We can cordially recommend this book.” — 
Law Quarterly Review. 

“ The best work yet published on this important 
subject.”’"—Teacher in Commerce. 


JUST PUBLISHED. 


THREE USEFUL SUMMARIES 
FOR EXAMINATIONS 


By J. A. BALFOUR. 


SALE OF GOODS 
IN A NUTSHELL 


2s. 9d. net, post free. 


PARTNERSHIP LAW 
IN A NUTSHELL 


3s. 10d. net, post free. 


COMPANY LAW 
IN A NUTSHELL 


3s. 10d. net, post free 


The principal ground of the subject has been con- 
cisely traversed, and all points likely to arise in the 
examination papers dealt with. 


SWEET & MAXWELL, Limited, 2 and 3, Chancery Lane, W.C.2 
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xxii ADVERTISEMENTS. 


The Society of Incorporated Accountants and Auditors 


(A.D. 1885). 


EXAMINATIONS. 


FINAL EXAMINATION will be held on October 30th, 3ist and November 1st, 1934, 
in the following subjects :—Advanced Accounting, including Accounts of Partners and Executors and Income 
Tax ; Auditing and the General Duties of Professional Accountants including Income Tax ; Costing Accounts; 
Statistical Methods ; General Knowledge in regard to Commerce and Finance ; the Law relating to Joint 
Stock Companies and Bankruptcy ; Mercantile Law, including Partnership Law ; the Powers and Duties of 
Liquidators, Trustees, Executors and Receivers ; and Economics. 


INTERMEDIATE EXAMINATION will be held on October 31st and November 1st, 1934, 
in the following subjects :—Book-keeping and Accounts, including Income Tax ; Book-keeping and Accounts. 
including Partnership and Executorship Accounts ; General Commercial Knowledge; Cost Accounts : 
Commercial Law ; the Powers and Duties of Liquidators, Trustees, Executors and Receivers. 


PRELIMINARY EXAMINATION will be held on October 29th and 30th, 1934, 
in the following subjects :—ENGLisu, comprising : (a2) One Paper on General Knowledge, including the main 
outlines of Modern English History from Tudor Period to the present time, and General Geography ; (b) An 
Essay ; (c) General Questions testing knowledge and command of English and English Literature. Onr 
ForREIGN LANGUAGE, comprising: French, German, Spanish or Latin (to be selected by the Candidate). 
MATHEMATICS comprising Arithmetic, Algebra and Geometry. (Candidates wishing to be examined in 
Spanish must give six weeks notice to the Secretary.) 

Candidates may be exempted from the Preliminary Examination on production of Certificates of having passed 
the Examinations of certain approved bodies, a list of which can be had on application. 


The Examinations will be held at 


LONDON, MANCHESTER, CARDIFF, LEEDS, GLASGOW, DUBLIN, 
BELFAST, CAPE TOWN, JOHANNESBURG and DURBAN. 
Forms of application and all further information may be obtained of the Secretary. 
The last date for receiving applications is September 25th 1934. 


noorporated Accountants’ Hall, A. A. GARRETT, 
Victoria Embankment, London, W.C.2. 


MOTE :—Complete sets of past Examination Papers may be obtained of the Secretary, price 1s. per set. 


.¢ -_ 
SAFE PASS WAY 


>. A. A. 


The First Place Intermediate and First Place Preliminary Candi- 
dates in the MAY, 1934, Pass List were coached by the College. 


THE BRITISH COLLEGE OF ACCOUNTANCY, 
82, Coleman Street, London, E.C.2 


Telephone: METropolitan 4646. . 
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ADVERTISEMENTS. 


E. IRVINE HALLAS, A.C.A. 
55, TYRREL STREET, BRADFORD 


Institute and Society 
MAY 1934 RESULTS 


30 candidates presented, 25 passed, 

including SECOND PLACE at Institute Final, 

“Walter Knox” Scholarship and “Frederick 
Whinney ” Prize. 


Send to FOYLES 
FOR BOOKS! 


New and second-hand books on Accountancy and . 
all other subjects. Catalogues on mention- 


ing your interests. Instalment terms arranged. 
119-125, CHARING CROSS RD., LONDON, W.C.2 
Telephone—Gerrard 5660 (Seven lines) 


Appearances Mean Everything 


SO LETUS TYPE YOUR 
ACCOUNTS FOR YOU 


STAR TYPEWRITING OFFICE 


65-66 BASINGHALL STREET, E.C.2 
Telephone : METropolitan 5481 


mE “VERISIMPUL “ 


TSM. ANALYSIS CASH BOOK 
FOR TRADERS, SHOPKEEPERS AND MERCHANTS. 
Eliminates untidy and incomplete records, and is the nearest approach 
to FOOL-PROOF BOOK-KEEPING. 
Can be seen and purchased at 
THE CITY LIBRARY [of Gee & Co. (Publishers', Ltd.), 
41, Moorgate, E 


6.2. 
Send for Specimen Sheet and particulars to “ VERISIMPUL, "’ Account 
Book Co., Ltd., Dept. J.A., 4, Market Place, Kingsion-on-Thames. 


Accountant for Near East, knowing French fluently. 

Must have good varied experience of auditing, 
investigations, and capable of preparing Final Accounts 
and Reports. Excellent prospects.—Write giving full 
details past experience, references, &c. Box 9, c/o 
Incorporated Accountants’ Journal, Incorporated Account- 
ants’ Hall, Victoria Embankment, London, W.C.2. 


R “accountac young Chartered or Incorporated 


ORTGAGE SECURITIES REQUIRED for Funds 
M of £500,000 in lots of £20,000 upwards.— 
T. Ecointon Pautu, 14, Bedford Row, W.C.1. 


SSOCIATE, 1925, aged thirty-five, with wide com- 
mercial experience, is desirous of entering into 
Partnership with an established firm of Incorporated 

Accountants or Accountant. County Town Practice 
preferred.—Write Box No. 6, c/o Incorporated Account- 
ants’ Journal, Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2. 


or the sale or purchase of a practice should write 
Gordon Ford & Co., 10, Norfolk Street, London, 
W.C.2 (Temple Bar 6177). 


A CCOUNTANTS desirous of arranging a Partnership 


The Institute of Arbitrators 


OFFICES : 
10, Norfolk Street, London, W.C.2. 


The main object of the Institute is to 
promote the cause of Arbitration and to 
encourage and facilitate the practice ot 
settlement of disputes by this means. 


By holding Practice Arbitrations and 
other meetings it affords facilities for 
the education and training of Arbitrators. 


The Panels enable the selection of 
eminently suitable Arbitrators with a 
knowledge of the subject matter under 
dispute. 


Full particulars may be obtained from 
the Secretary, 10, Norfolk Street, London, 
W.C.2. 


MEETINGS 


"THE Council of the Society of 

Incorporated Accountants and 
Auditors is prepared to let the 
Great Hall and Committee Rooms 
at Incorporated Accountants’ Hall 
for Meetings, Arbitrations, &c. 


wor 


Terms are given on page ii, and further 
particulars may be had on application to 
the Secretary. 


ciate communication from Accountant contemplating 

Sale of Practice ; or would purchase substantial Partner- 
ship. West of England preferred, but not essential.— 
Write Box No. 10, c/o Incorporated Accountants’ Journal, 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2. 


] ‘ciate communica ACCOUNTANT (40) would appre- 


for Disposal are requested to communicate with 
the undermentioned, who are prepared to Purchase 
for Cash or submit Tenders.—Modern Machine Tools 


R “tor Dispo anD LIQUIDATORS having Machinery 


' Limited, Butts Works, Coventry. Telephone 2182-33. 


= — 
— _ 
—— 


Burroughs Desk Model Bookkeeping Machine 
Convenient ... Portable . . . Fast . . . Simple 
Automatic...... . Flexible . . . . Inexpensive. 


MECHANISATION 
in the small business 


BURROUGHS LATEST DESK MODEL 
BOOKKEEPING MACHINE BRINGS THE 
ADVANTAGES OF MECHANICAL 
ACCOUNTING WITHIN THE REACH 
OF THE SMALLEST UNDERTAKING 


Every Accountant should examine 
this recent product of Burroughs— 
the Machine Accounting Experts. 


Burroughs=——— 


BURROUGHS ADDING MACHINE LIMITED 


Chesham House, 136 Regent St., London, W.|! 
Telephone: Regent 7061 (Private Branch Exchange) 


Burroughs manufactures a complete range of Accounting 

Se mageiP ae: <5 Premeitae Machines—Typewriter 

Billing and Bookkeeping Machines—Calculating Machines— 
Cash Registering Machines—Correct Posture Chairs. 


Published on behalf of Tue Society oF INcoRPORATED ACCOUNTANTS AND AupiTors by ALEXANDER ADNETT GARRETT, , at 
lacorporated Accountants’ Hall, Victoria Embankment, London, W.C.2, and Printed by T. WaurrincHam & Np 
50 Southwark Bridge Road, Londoa, S.E.1.—September , 1934. 
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